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DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


MONDAY, MAY 21, 1951 


House or REPRESENTATIVES, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D.C. 

The committee met at 10 a. m., Hon. Brent Spence, chairman, 
presiding. 

Members present: Messrs. Spence, Brown, Patman, Deane, Mc- 
Kinnon, Bolling, Fugate, Kluezynski, Wolcott, Gamble, Talle, Kal- 
burn, Cole, Hull, Nicholson, McDonough, Buffett, and Betts. 

The CuatrmMan. The committee will be in order. 

Our first witness this morning will be Mr. James B. Carey, secretary- 
treasurer of the CIO. 

We have had the pleasure of hearing from Mr. Carey frequently 
in the past, and we are always glad to have your views on these 
subjects, Mr. Carey. 


STATEMENT OF JAMES B. CAREY, SECRETARY-TREASURER, 
CONGRESS OF INDUSTRIAL ORGANIZATIONS 


Mr. Carey. Thank you, Mr. Chairman. 

The CHarrman. You may proceed. 

Mr. Carey. Mr. Chairman and members of the committee, I am 
James B. Carey, secretary-treasurer, Congress of Industrial Organi- 
zations, 1718 Jackson Place, Washington, D. C. 

Organized labor in America, as in most of the free world, supports 
fully our program of defense against the dangers of Communist 
aggression. This struggle with communism is nothing new to us— 
nor is it a battle by memoranda or from an armchair. We, of the 
free-labor movement, have been engaged in a struggle with com- 
munism right on the firing line—in the shops and factories and mines 
and docks and on the political arena, where the decisive battles are 
being fought. For it is clear that the major aim of communism is 
to soften up a nation by internal aggression and that means the con- 
quering of labor movements and the political parties to which work- 
ers subscribe. 

It is our proud boast that in America Communist influence in labor 
is at an almost all time low point due to the aggressive attacks on 
communism by patriotic American labor. And where communism 
does have a foothold, as in the electrical industry, which I know well, 
it is due largely to the connivance by great and powerful and allegedly 
patriotic corporations who appear to prefer to do business with Com- 
munists rather than with trade-unions. 
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And in other nations, that are so vital to our defense, such as 
France, Italy, Britain, and many countries of the Middle and Far 
East, Communist influence in labor is generally on the decline, due 
largely to the wisdom of the Marshall- Ha aid. I con't tell you how 
many divisions of troops and how many hundreds of thousands of 
American lives have been saved already by that kind of wise national 
defense which, under the leadership of Marshall and Acheson built 
up the strength of the free peoples around the world. 

We support the continuation of that mutual aid with the free peoples 
of the world and binding them ever closer to us, and us to them, and 
sharing what we have with them. For that is the wisest and best 
kind of national defense. 

I mention these facts about our attitude toward communism, and 
our support for national defense, because these issues are vital and 
alive to the tens of millions of American workers. There may exist, 
as some congressional spokesmen have declared, a sense of apathy 
about the national defense program and its requirements. But that 
apathy does not exist among the Nation’s workers who know so well 
what victory by communism would mean. It is true that workers 
are disturbed. They are disturbed by the widespread evidence of 
scandalous profiteering, that I have characterized as racketeering, 
on our national necessities. They are disturbed because the promises 
of equality and sacrifice have not been carried out. 

No, gentlemen, if there is apathy, it exists because millions of 
common people wonder what the meaning of a national defense pro- 
gram is if it is made a playground for the profiteers and speculators. 
I believe that the rank and file of the American people want to do their 
part, are willing to make the necessary sacrifices so long as they are 
assured that other segments of the population will do likewise. 

We, of labor, believe it is the responsibility of Congress not only 
to write legislation that is sound, but also to do its part to provide 
the kind of moral climate in which these racketeers of inflation and 
profiteering will know they are outlaws. We need the kind of climate 
in which people will have confidence in justice and equal treatment 
and, therefore, will cooperate fully in our national purposes. 

I want to illustrate what I mean by showing what has happened 
to our national economy in the last year. Perhaps the best way is 
to illustrate what has happened to wages and profits. 

Between the first quarter of 1950 and the same period of 1951, the 
wages of workers in manufacturing increased by 14 cents an hour, 
or 9.8 percent. 

In the same period, the gross profit made on the labor of these 
13,000,000 production workers increased from 65 cents an hour per 
worker in 1950 to an astounding 90 cents an hour for each worker in 
1951, or by 388 percent. Ta other words, out of an increased margin 
available for distribution of 40 cents an hour, workers got 14 cents 
and the employers got 25 cents. Both workers and consumers—pri- 
vate and Gover nment—paid for these vastly increased profit margins 
of the last year. 

Let’s consider it from the standpoint of how the national income 
was distributed. 

During the years of World War ITI, the “take” of United States 
corporations before taxes amounted to 1314 percent of the entire 
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national income. By the fourth quarter of 1950, it had shot up to 
19 percent. After taxes the corporations’ share had jumped from 
5.9 to 11.5 percent. In other words, their share of the national in- 
come had risen by one and one-half times to nearly double the World 
War II level. In the same period the share of income going to 
wages dropped from 62 to 611% percent even though our labor force 
had increased by nearly 7 million people in the meantime and included 
some 45 million wage and salary workers in December 1950. 

What this means, and what the rank and file of the Americans have 
seen is that in the months of the defense program, while wages have 
been rigidly controlled, prices, especially speculative prices, have been 
free to shoot upward; profits have been at an enormous rate, rich 
corporations have gotten billions of profitable tax privileges on their 
write off on plants, taxation has been placed disproportionately on 
the wage earner, while wealthy individuals and corporations have 
not borne their fair share. 

There has been hoarding of scarce materials and a sit-down strike 
on the part of many producers such as in copper—demanding swollen 
profits before they would agree to meet the Government’s needs. 

The people have seen great corporations increase their power at 
the expense of the small fellow; they have seen demands made that 
the social gains of labor be thrown overboard to satisfy the desires 
of great corporations for further profits. 

It is after watching all these things that the rank and file of the 
American people get confused, begin to wonder what the meaning of 
national defense is. The average decent American thinks of our sit- 
uation as though we were in a lifeboat and there should be some real 
sharing. But instead they see “hogging” on the part of those who 
already have too much. 

No wonder, then, there is what some call “apathy.” 

The CIO not only wants the Defense Production Act continued, 
but we want to see it strengthened. We believe that there be more 
of an equalization of duties, responsibilities, and sacrifices. Only in 
that way can there be the necessary confidence in fair play and justice. 

We agree with those who predict that if we do our job now, by 
expanding facilities for production, expanding our labor force, and 
keeping our economy strong, we can emerge in 2 years with the ability 
to not only carry a large defense program but also expand our civilian 
economy and that of our allies abroad. 

In our opinion, the carrying out of this national-defense program 
must be the best possible example of democracy at work. And that 
does not mean phony appeals to patriotism and other slogans, but it 
means down to earth teamwork equal responsibility, equal partici- 
pation, equality of sacrifice, equality of dignity in the job to be done. 

There need be no fear within such a framework of the contribu- 
tion to be made by American labor. We will do our job. But to 
help us we ask Congress in dealing with this defense act to do its 
job. 

I should like to outline the kind of a defense program that we believe 
to be necessary and then call upon my colleagues to expand on some 
of these issues. 

While some of our recommendations can be handled administra- 
tively within the provisions of the existing law, others may need legis- 
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lative changes. However, we are offering our full views on what 
is necessary for an effective mobilization program. 

I. Declaration of policy: We would like to see written clearly and 
definitely into the declaration of policy the principle of equality of 
sacrifice. Declaring this guiding to the Nation, the Congress will 
set the moral tone for the defense effort. It will give warning to the 
profiteers and others who seek to throw the burden of sacrifice on oth- 
ers. It will lay the framework for the detailed operation of the 
defense program by the administration. 

II. Materials, allocations, and production: I am treating these sec- 
tions together, because to my mind they are interlinked. While we 
have made considerable progress in the last months in mobilizing our 
productive facilities, there are many improvements that still must 
be made so that the maximum of defense production will be obtained 
with the minimum of dislocation and suffering on the part of the 
civilian population or the various sectors of the business community. 

We propose the following : 

(a) The provisions against hoarding of scarce materials be 
strengthened and the power to name such materials and the limits 
on inventories be provided. 

-This hoarding of scarce materials is one of the worst evils we have 
at present. It enables groups with large financial resources to “hog” 
scarce materials which in many cases are held either for a speculative 
price rise or to keep others from having them. It is wasteful, dis- 
criminatory, and promotes unemployment. By permitting it to con- 
tinue, it undermines the whole concept of equality of sacrifice and 
confidence in the purposes of the defense program. 

(6) If a substantial part of a material has to be allocated, all of 
it should be allocated. The idea that 60 or 70 percent of a scarce ma- 
terial can be taken out of the market through allocations and the re- 
maining part be left for the civilian economy to scramble over, is 
like putting a few pieces of bread in a closed room with a group of 
hungry men, some of them strong and some of them weak. 

We are much concerned for the future of small business if this 
idea of “open end” allocations is continued. We believe that small 
business will suffer, that black markets will be promoted, that unem- 
ployment will increase. 

(c) The Government must be armed with power to meet the refusal 
of producers to produce goods necessary to our defense and civilian 
economy. The Government should be empowered to build and operate 
plants, or to lease them, if private industry fails to do its job or 
insists upon onerous terms. 


In this connection, we believe that the situation surrounding the . 


issuance of tax-amortization certificates is nothing less than scandal- 
ous. The original basis of such certificates of necessity was that there 
were plants such as gunpowder or special-purpose plants that had 
only a war use. The certificates were to enable the owner to depreci- 
ate them in 5 years. But these certificates have been granted on almost 
everything with no questions asked. All the producer has to do is 
to demand the certificates as a condition of expanding production and 
he gets them. In a large number of cases they were issued for plants 
which had already been planned before the emergency began. 
Nearly $5 billions of such certificates have been issued in the last 
6 months, that will cost the American taxpayer about $800 million a 
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year for the next 5 years. We, the taxpayers, will pay 80 percent of 
the cost of the plants in the next 5 years and they will belong to the 
corporation, free and clear. _ 

I wish that I could see in Congress on this issue some indignation 
as an example of waste of taxpayers’ money. I wish some of the 
economy advocates who scream about funds for housing or health 
would get excited about this raid on the Treasury. 

This problem has not only a financial aspect. In granting 50 percent 
of the total to some 20 companies there arises the promotion of 
monopoly—pure and simple. 

About one-third of these certificates have been given to the steel 
industry. This is the same industry that has been crying about over- 
expansion for 20 years, yet. we never seem to have enough steel. 
Because of the policies of this industry we are always facing 
shortages. 

I believe that a large part of these write-offs granted have been sim- 
ply a raid on the Treasury and that the Government should not per- 
mit a handful of powerful corporations to hold a pistol at our heads 
and demand their terms as the price for supplying our needs. If they 
refuse to expand on fair terms, in terms of the economic usefulness 
after the emergency, the Government itself should undertake the 
necessary expansion. In other words, each case should be handled on 
its merits. 

Since the Government has to pay 80 percent of the cost of a plant 
anyway by the write-off method, it cannot be much worse off if it 
builds the plant itself even if its value after 5 years were only 20 
percent of the original. 

We hope particularly, that there will be action to get an expansion 
of copper production. In spite of the tremendous civilian and mili- 
tary needs, our domestic copper production is still nearly 200,000 tons 
lower than the World War II peak of 1948. Tens of thousands of 
workers have suffered lay-offs and thousands of businesses have 
suffered dislocations because this highly concentrated industry, in 
the grip of four firms, not only refuses to expand sufficiently but 
refuses to allow the Government to help the marginal producers. 
Copper is a field where subsidies to marginal producers would makr 
for a great contribution. 

On Friday we learned of another substantial cut-back in the non- 
military uses of scarce materials. We are told that consumer goods 
use of copper will be at the rate of 60 percent of the base period after 
July 1—which means about 50 percent of the rate at the end of 1950. 
Aluminum use will be only 50 percent of the base period. 

Now, in the same statement. announcing this, Mr. Wampler, the 
Defense Production Administration official in charge of allocation of 
materials, is quoted in the Wall Street Journal as saying that “copper 
production is even down a bit.” 

Now, we submit that this is a scandalous state of affairs in which 
tens of thousands of additional workers are going to have to walk 
the streets because of the shortage of materials, many businesses 
will be severely hit, all because we do not seem to have the power to 
get production from these monopolies in the field of basic materials. 

I do not think we can ask American workers put out of work to be 
put in a refrigerator and frozen until the corporations decide they are 
needed again. 














660 DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


The problem of copper is duplicated by lead, nickel, zinc and other 
metals under monopoly control. 

(d) We want to see a better dovetailing of the civilian and military 
programs. We want to see a better programing of the military pro- 
grams, in which the military will have to justify its need for scarce 
materials. We believe that at present there is unnecessary unemploy- 
ment, and unnecessary dislocations. Scarce materials should not be 

taken from the civilian market unless it is re: lly for the urgent needs 
of defense or the stockpile, and the timing should be such that the 
procurement agencies are ready to use the “materials. 

An example is a field I am very familiar with, the electronics, where 
30,000 workers in radio and television are out of jobs, yet the military 
which has taken part of the materials away, are months from using 
it in defense production. I should like to see a better and wider 
distribution of contracts, avoiding the racket that has sprung up, of 
some paper organizations, who have only a few drawing boards, 
getting valuable contracts and then holding a life and death power 
over subcontractors who have really the means and manpower to 
produce goods. 

The situation is much worse, and more dangerous than in World 
War II. Then the very impact of tremendous contracts forced suffi- 
cient subcontracting—to reach through the entire length and breadth 
of our economy. That is not true today. There isa ‘tendency on the 
part of many prime contractors to either delay subcontracting or to 
enter into new businesses, building new plants, hiring and training 
new labor forces all in order to avoid giving subcontracts. 

Every kind of business is trying to get into electronics. At the 

same time, 30,000 men and women with tr aining and experience in 
the radio and television field are w alking the streeets, skilled workers, 
technicians, and facilities are underutilized. This represents a tre- 
mendous waste that we would like to see corrected. 

(e) We want to see some better programing, particularly in the 
civilian field. I think we know enough about our needs now to deter- 
mine how many autos, refrigerators, houses, and so on the civilian 
population will need to sustain the requirements. There should be 
some over-all programing including the military and a distribution 
of materials among all sections. While there needs to be secrecy in 
our military production, there need be no excuse for the military to 
refuse to state its programs to the proper Government authorities, and 
to res them. 

(7) Finally, we should like to see the penalties for violations of these 
sections made much larger. As it now stands, the big corporations 
can well afford to pay the price for violations but the little fellow 
cannot. We should like penalties made stiff enough so that everyone 
will think twice before he violates the law. 

III. Price and rent control: Wage stabilization without firm and 
effective controls over living costs and profits is unjust and inequitable. 
It is a piecemeal control over the income of wage and salary earners 
at a time when living costs and rents are permitted to rise. Such a 
condition can result only i in the increase of business profits at the ex- 
pense of the living standards of the working people. The effect of 
such an injustice on the morale of the people would be disastrous. It 
is a hazard we cannot afford at this time of world crisis when our Na- 
tion is faced with the threat of Communist aggression. 
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It is 11 months since South Korea was invaded. We have seen 
prices skyrocket to new record heights. The prices of 28 basic raw 
materials are now about 39 percent higher than they were before the 
Korean War started. Wholesale prices have risen 17 percent in that 
period. The Consumers Price Index has jumped 81, percent from 
June 1950 to March 1951. 

There is no effective price-control program in existence. Most food 
prices cannot be effectively controlled under the terms of the act as it 
now stands and neither are rents subject to effective controls. 

Yet foods and rents form more than one-half of the living costs of 
average city workers’ families. High prices are eating away large 
chunks of our defense expenditures, and endangers the entire mobili- 
zation effort. 

The present act makes it impossible to place price controls on many 
food items, since no ceiling below the parity price can be placed on 
farm products. And parity is a sliding scale to provide a fair return 
to farmers. The prices of about one-half the food purchases of a 
workman’s family are now below parity. 

Retail prices of those foods can continue to rise. The only practical 
way of stabilizing food prices is by granting authority to the Govern- 
ment to use food price subsidies which would permit effective controls 
over retail food prices, while at the same time, assuring fair returns to 
farmers. This procedure was used to hold the price line during World 
War Il. There is no need to tamper with parity for the farmer if a 
subsidy program is authorized. 

The extension of the existing inadequate rent-control law does not 
meet the necessity for the effective control of rents. There is an im- 
mediate need for the passage of an effective rent control law as well 
as for housing legislation to provide adequate low-cost housing in mili- 
tary and defense centers. 

An effective price-control program requires grade labeling, the es- 
tablishment of specifications and standards for different kinds of 
goods and services, and the limitation on the production and sale of 
high-grade lines. Without such a system of controls, the consumers 
would be faced with hidden price increases, despite the existence of a 
superficial price stabilization program. 

The relative stability of prices at present is only a temporary lull 
before the storm. Inflationary fires up to now have largely been fed 
by speculation, business-hoarding, and scarce buying. Business ap- 
parently pushed up prices to the point where, on many items, it priced 
itself out of the market. In order to keep goods moving, there have 
been price reductions in some lines and a temporary easing of price 
pressures. 

However, this will not continue. New pressures will soon be felt as 
defense production takes an increasing share of materials out of the 
civilian economy. During the coming period of defense build-up, 
these pressures will grow and remain with us until the economy is ex- 
panded to the point where it can produce abundantly for both our 
civilian population and our defense needs. Unless an effective over- 
all price-control program is installed now, we will face a new and 
more dangerous inflationary pressure in the fall and winter of this* 
year. 

This problem will be dealt with more fully by my colleagues. 
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IV. Wage stabilization: On December 18, 1950, the Wage Stabiliza- i 
tion Board unanimously adopted a statement of prince iples 1 upon which 
wage stabilization should be based. All sections of the Board—labor, 
management, and public—agreed that wage stabilization could only 
operate within the framework of a larger economic and production 
program. All parts of it must operate together. The Board declared 
as a matter of policy the need “to achieve insofar as possible an 
equality of burden and sacrifice among groups and individuals.” It 

called for measures to increase production, to minimize the supply of ; 
eredit used for nonessential purposes including control over com- i 
modity exchanges. It asked for limitation of inventories, and firm 
control over prices. 

Properly conceived, integrated, and administered in a broad national program 
to prevent inflation— 
the Board declared— 
wage and salary controls have a definite and essential part to play. 

Partial sacrifice now shared as fairly as possible by all segments of the popu- 
lation— 
the Board continued— 
may well be the means of preventing total sacrifice later. 

It was within a framework such as that—with wage stabilization 
as being only one part of an integrated program involving equality 
of sacrifice, that we of the CIO agreed to support the principle of 
wage stabilization. We were well aware of the fact that the tre- 
mendous productivity of labor, the tremendous profits made by em- 
ployers in 1950, the fact that wages had been lagging behind profits 
and productivity, and the shortages of labor, made possible demands 
for wage increases far in excess of those actually made. 

Yes; we agreed to exercise restraint, on the understanding that : 
other groups 1n the population would do likewise. ; 
The restraint exercised by labor has not been matched by a similar 
restraint by those who seek excess prices and profits out of this emer- 
gency. For example, average wages in manufacturing went up by 
only 10 percent in the last year requiring no more than a 3-percent 
increase in prices due to labor costs. Perhaps no price increases were 
required in view of the tremendous increase in labor productivity. 
Yet wholesale prices went up by 17 percent or six times as much as 

the increase in labor costs. 

Wages of workers in the food industry went up by 7.8 percent 
equal to about a 2.5-percent increase in prices. Yet wholesale food 
prices went up nearly 19 percent or seven times as much as required by 
the increase in wages. 

Textile workers’ wages have gone up by 9 percent, requiring no 
more than a 3-percent increase in prices. Yet wholesale textile prices 
have shot up by a staggering 35 percent. That is 10 times as much 
as the increase in labor costs. 

And in chemicals, important to our Government’s defense as well 
as to civilians using either lipstick or plastics, wages went up by 
10 percent, requiring only a 3 percent increase in prices. Yet manu- 

' facturers boosted their prices by 25 percent, or several times as much 
as necessary. . 
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The 10 percent increase in wages was barely enough to pay for the 
increased cost of living. It returned workers back to the standards 
they had at the depressed levels of early 1950. They shared nothing 
in the tremendous gains in productivity, production, and profits they 
had helped to create in that year. Yet, it was proposed that they be 
frozen at that January 1950 level while <i 8 profits were 
20 percent higher after taxes in the first quarter of this year than the 
same period of last year. 

Many of the other things proposed by the Wage Stabilization Board 
as a condition for wage stabilization were not done. Commodity 
speculation was not controlled, prices were not controlled until they 
had reached a level nearly 19 percent. above Korea, businesses were 
able to engage in an orgy of speculation on inventories, using bank 
credit. Profits in the last part of 1950 went through the roof. 

While workers were told that they had to make sacrifices for the 
national defense, here are some of the rates of profit made by our 
great industries. Before taxation all manufacturing industries made 
36 percent profit on their stockholders’ investment, and after taxes 
they made 16.4 percent. We all know that not long ago, 6 or 8 
percent was considered a fair return and 10 percent a really good 
return. But here is my own industry, electrical, leading the parade 
with a staggering 62-percent profit before taxes, and 25-percent profit 
after taxes. I attach a list of others for the committee’s information 
showing profits that establish a new standard of luxury for our great 
corporations. And these are the very people who are crying that the 
increases of wages have threatened inflation. 

(The document referred to is as follows :) 


Annual rate of profit as a rate of return on stockholders’ equity, fourth quarter, 
1950, ranked in order of profitability 


| | | 








| | Before After 
| Rank | Federal | Federal | Rank 
| taxes | taxes 
| | | | 
All manufacturing industries__.................-..-.-2.-- | ap apap | 35.6 | ks eee 
RNS AI soa ninncnic sins doh donwsnonsdeenamenniieniaamuet 4 62.4 | 25. 2 1 
Motor vehicles and parts..---.--- NePEFE Rips =e ae Pest i Pen | 2 | 58.4 | 16.8 | 8 
a a on ih ts lied sled aias abcnalig tasaanlats | 3 | 47.6 21.6 | 2 
TN ee ae a hk cade Leap gaganuieananrean st 4 43.2 | 19.2 5 
Paper and allied products...............2..--.2..200..2-..--2.- 5 | 40.4 | 20.8 | 3 
CAIINIAE ES BINUO, TOIOES go. 5 cnna csaansenuescenneccua ol 6 | 40.0 17.2 7 
Stone, clay and glass products..................--..----.------- 7 | 39.6 | 16.0 | 9 
I SE NN io oi 6s cntidindwdenatanabecas candice 8 | 39.2 | 20.4 | 4 
Per TNCES OPORIOUN, 8 no nc nd g ncn cnocetnsenneccsacacnne 9 38.0 | 17.6 6 
Primary iron and steel industries...........-.....-..--.--.-.-.-- | 10 | 36.4 14.0 10 





In spite of the experiences of the last 6 months we are willing to 
support a flexible program of wage stabilization provided that the 
gaping holes in the other sectors of the stabilization front are ade- 
quately plugged. Our final attitude will be determined by the kind 
of a bill that comes out of Congress and the kind of administration 
of stabilization that is provided. 

But wage stabilization cannot mean a wage freeze. To attempt to 
do that would simply defeat the purposes of stabilization, would 
freeze into the system the most glaring injustices and inequities, would 
create serious hardships, would undermine industrial relations and 
ultimately defeat the very purposes of the defense program. In our 
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judgment, the very complicated problems of wage stabilization can 
only be handled if they provide for adjustments with the increase of 
living costs, for increases in productivity, for hardships and inequities, 
for substandards and for the defense needs for manpower. 

The extent to which adjustments will be required will depend in 
substantial measure upon what is done in the other sectors of stabiliza- 
tion. For example, if the cost of living is stabilized, the extent of any 
necessary adjustments for that purpose will be reduced or may 
disappear. 

We believe also that the word “compensation” as referred to wage 
stabilization should not include employers’ contributions to pension, 
health, and welfare programs or to profit-sharing programs for these 
are not inflationary. They are, on the contrary, a form of savings 
which may or may not be paid out to given individuals in the future. 

We believe also that workers should have an opportunity to share 
in the profits they help to create. The problem is not one of creating 
additional purchasing power, but simply a determination of how a 
given amount of profits shall be distributed between the stockholders 
and the employees. We see no reason why that should not be left 
to the parties concerned. Workers have the same right to a saving 
wage, as do stockholders; they have the same right to have their 
savings form the basis for our investment funds as the savings of 
the wealthy. Therefore, there should not be one rule for workers’ 
participation in profits and an entirely different rule for the partici- 
pation of stockholders. 

We believe also that the administration of wages of railroad workers 
who are under the Railway Mediation Act should be given to a sepa- 
rate panel with special jurisdiction. 

V. Credit controls: In no field has the concept of equality of treat- 
ment and sacrifice been more violated than with regard to credit 
controls, 

Those who have sought to engage in speculation on the necessities 
of life and national defense have been left free to use the Nation’s 
credit; but the small man who wanted only to participate in the 
decencies of life by the purchase of a refrigerator, a radio, an auto- 
mobile, or a house, found the full weight of the Government turned 
against him. 

We recognize the importance of the control of credit in a defense 
period, but maintain with all the sincerity we can convey, that the 
present situation with different rules of treatment for different groups 
not only violates every elementary concept of justice, but in itself 
injures the defense program. The small holes have been plugged but 
the big holes in the credit picture have been left free. 

In the past year installment sales have increased $1,000,000,000 but 
bank loans to finance inventories and speculation were increased by 
$10,000,000,000. 

Let me give some illustrations: 

(1) Congress exempted from control the commodity exchanges 
which deal in the necessities of life and materials for our defense. 
The result has been an orgy of speculation with the entire year’s supply 
of many commodities traded in three or four times over, each time at 
rising prices. Profits of 100 to 400 percent were made in a short 
period by these speculators, set free by Congress. In our opinion 
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these speculators on the necessities of life are the worst kind of racket- 
eers. They should be controlled. 

(2) Corporations were left free to speculate in inventories, to hoard 
scarce materials and finished goods, hoping to sell them at rising prices 
and make a speculative profit that had nothing to do with the processes 
of manufacture. As a result, inventories have climbed by $15,000,- 
000,000 over a year ago, while credit from banks to finance them are 
up $10,000,000,000. Yet there appears to be no present power to deal 
with this menace; and in the circles of the Federal Reserve Board, 
the idea is that bankers must be asked in a nice tone of voice to co- 
operate and not make these speculative loans. 

This bank credit should be controlled. 

(3) There is no control over the credit that can be used for old hous- 
ing. I know personally of a man who bought 20 houses on credit and 
sold them at rising prices within 6 months. ‘The credit regulations 
favor this type of activity. 

As contrasted with this failure to control the use of credit for spec- 
ulation, the Federal Reserve Board has borne down heavily on the 
small man who wanted to purchase some of the decencies of life. For 
example, you can go into a brokerage house in any city and for 7 to 10 
percent down buy carloads of wheat, corn, cotton, tin, rubber, and so 
on, and hold them for a speculative rise. But, if you want to buy a 
house to live in, Federal Reserve Board Regulation X requires you 
to pay 20 to 50 percent down, something out of the reach of the average 
man. 

If you are a large company making refrigerators and you want to 
speculate on a rising market for the copper, aluminum, and semi- 
finished parts, you can get bank credit without limit to hold these 
things off the market. But, if you want to buy a refrigerator, you 
must pay 25 percent down instead of 15 percent as formerly, and pay 
off the balance in 15 months instead of 21 months. 

This is known as Regulation W. 

If you want to raise the prices of your houses by 20 percent you can 
do so without any difficulty. But if you want to buy a house to live 
in you are warned not to contribute to the danger of inflation. 

I should like to illustrate the problem of this Regulation W, spe- 
cifically because I have some familiarity with it in my own industry— 
the electrical industry. 

As you are aware, there is today a vast unemployment in the radio 
and television industry. Many causes contribute to it—arising from 
both industry and Government. But one cause undoubtedly is the 
increase in the down payment required by Regulation W. I think 
that this is discriminatory because it simply means that a man’s ability 
to buy a set is determined by whether he has the down payment. 
It doesn’t stop sales; it only stops sales to the poorer man who wants 
to enjoy that television machine. Also Regulation W was made more 
drastic last fall to stop inflation and save materials. Yet the problem 
in that industry today is not inflation but, with 30,000 people walking 
the streets, the problem is one of deflation. 

We took our case to the Federal Reserve Board and after explaining 
all the problems and difficulties got simply a form letter in reply. The 
Federal Reserve Board seemed unaware of the discrimination in- 
volved, or of the facts of life as related to the problems of employ- 
ment and national defense. ; 
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The intention of the Federal Reserve Board was to help the defense 
program. Yet the effect, in disorganizing the labor force in this vital 
electronics industry, will be hard on the defense program. Some 50,- 
000 to 100,000 more people will be needed in this industry next year. 
By this unemployment, the people will drift away and stay away 
and when they are needed they will not be available. 

This double standard of conduct in the field of credit should be 
ended. In fact, we propose a complete reversal of the present situa- 
tion. We propose that there be a rigid control on the credit that is 
used for speculative purposes where it serves no useful social end. On 
the other hand, there should be a loosening of the credit restrictions 
on the average man who simply wants to buy a useful product. 

We propose that Congress make this new policy clear and instruct 
the Federal Reserve Board to carry it out. Or else the power over 
these credit controls should be taken away from the Federal Reserve 
Board. 

VI. Consultation and representation: In a program of this kind so 
vital to our democracy and our defense, there should be the broadest 
kind of consultation and representation in the formulation and admin- 
istration of policy. 

This defense program cannot and must not be the property of any 
group—to be successful it must represent all the people. The groups 
who represent the various sections of our population should feel a 
sense of participation at every level of operation. 

The labor movement insisted upon this principle in the administra- 
tive agencies; we believe it should be incorporated into the legislation 
and by a guiding policy. As the matter now stands, the law requires 
only consultation with business and industry. We believe that this 
should be broadened to include a requirement for consultation with 
labor and consumers’ groups on matters affecting their interest. 

As the matter now stands, the Congress only requires consultation 
within business and industry. 

Mr. Chairman, I will be pleased to answer any questions regarding 
a declaration of the CIO at this time. 

The Cuamman. Iam sure that your organization, and all thought- 
ful organizations, realize that labor is probably more interested than 
any other segment of society in striking down communism, because 
communism means not only economic slavery of labor but also physi- 
cal slavery. 

I am sure you consider that, do you not? 

Mr. Carey. Yes, sir. And it is especially true in our case because 
a labor organization is a prime target for Communists. 

They seek, by infiltration and other means, to capture or control la- 
bor organizations for their own use. I guess the prize example of that 
effective approach used by the Communists is Czechoslovakia, where 
the Communists, once they controlled the labor organizations, it took 
them only 8 days to control the nation, lock, stock, and barrel. 

The Cuatrman. Are there any questions ¢ 

Mr. Parman. Mr. Carey, I think you have a very fine statement. I 
have enjoyed listening to it and have listened to it attentively. I have 
learned something by reading it. 

I didn’t realize that labor is not represented on any of these boards. 
I thought it was represented on some of them. 
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I note that you state here that labor and consumers are not 
represented at all. ae 

Mr. Carry. The law, as it is presently written, requires the agency 
of Government involved, like the Defense Production Administra- 
tion, to consult with business and industry, and specifically mentions 
business and industry, but fails to mention consumer groups or labor 
groups. ; : 

We have been carrying on a campaign, Congressman, to seek the 
opportunity of consultation with these agencies. 

Mr. Patman. Would the word “industry,” carried to its logical 
conclusion, embrace labor as well ? 

Mr. Carey. That, we thought, was the proper interpretation to 
be placed upon it. But in the application of it the groups that they 
consult are the trade associations, which do not have any participa- 
tion on the part of labor groups. 

That would be, in my own case, the National Electrical Manufac- 
turers Association, or the radio and television industry. It is true, 
on some issues, there was a large field of agreement between the 
employers and the unions, but our efforts to bring about participation 
on the part of labor had some limited gains. We do have some 
limitations placed upon us. 

We were invited to three of these meetings which were held, and 
were asked not to so antagonize the employers that are present that 
they will walk out of the meetings. I attended personally some of 
these meetings, and the crippling conditions that are imposed upon 
participation make it very ineffective and make it almost not worth 
while to attend. 

Mr. Parman. I noticed these figures on profits which you inserted 
in your statement. They seem to be absolutely immoral. 

If I read and interpret these correctly, if you were to apply it to 
a farm or ranch—something I know more about than I do about these 
different large businesses—that means that, in some cases, the farmer 
or rancher, after he had paid all his operating expenses, all of his 
expenses of different kinds and character, and all his taxes—local, 
State, and national—would have a 25-percent profit. If he did that 
4 years he would pay off the farm in 4 years. Is that correct ? 

Mr. Carry. That is correct. 

Mr. Parman. When you get a 4-year pay-off, you have got a mighty 
good investment. 

So here you would have a 4-year pay-out in the electrical-machinery 
industry, and others, like the rubber industry, 21.6 percent after all 
taxes and expenses of every kind or character, and all deductible busi- 
ness expenses, including contributions to fake organizations, and 
things like that, by which they get by the Bureau of Internal Revenue. 

Mr. Kirsurn. Would the gentleman yield right there? 

Mr. Parman. Yes, sir. 

Mr. Kirgurn. Did your people take into account the people who 
have gone bankrupt in business ? 

Mr. Carry. Yes, sir. We have taken into account the widows and 
orphans, and all these usual gags given to people. 

Mr. Kitsurn. No; I don’t mean that. 

Mr. Carry. We have taken the figures of the industries in this 
country, and we have listed, No. 1, the electrical manufacturing indus- 
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try. I happen to be particularly familiar with that industry, because 
I am president of the International Union of Radio and Electrical 
Machinery Workers, as well as being secretary-treasurer of the CIO, 
and the profits in that industry are 62.4 percent. That does not indi- 
cate that there may have been any great bankruptcies in that industry. 
There may be one that we haven't heard of, of some manufacturer a 
went out of business. But we don’t know, Mr. Congressman, during 
this defense period of any bankruptcies in this industry. 

Mr. Kineurn. Well, as a matter of fact, you are one labor leader 
that I have a great deal of respect for, so my question is not antago- 
nistic at all. 

But take an electrical dealer in a small town. I don’t think that 
comes under this, does it? I have known some of those men to not 
do so well—to not go into bankruptcy but to sell out. 

Mr. Carry. Congressman, our big difficulty at the present time is 
the fact that they can’t compete for materials like copper. They are 
confronted with these regulations that limit their opportunity to sell. 

Now, I get rather indignant about this, because the bankruptcy 

Mr. Kizpurn. Well, don’t get indignant with me. 

Mr. Carry. I am sorry, Congressman, but I am, because today I 
read in the newspaper about a proposal by the National Association 
of Manufacturers and the United States ‘Chamber of Commerce to 
eliminate all wage controls and price controls. And that to me is 
like a bribe to labor. To say to labor: “All right, we are going to 
fight for your right to make your grab, too,” and their grab is repre- 
sented by these profit figures during this emergency. 

And, Congressman, may I also say this: They are bribing us in 
this fashion. I am not speaking now about a small manufacturer 
in the electrical industry. I am talking about the Westinghouse 
Manufacturing Corp., which is rather large. 

We are now engaged in negotiations with that corporation. The 
corporation in this period became a member of the Billion Dollar 
Club. It is one of the corporations that grew so large in this emer- 
gency that they now have a billion dollars in sales, and they sent a 
letter to us on May 4 in which they had the following to say: 

They offered us a 9-cent-an-hour increase, because in the General 
Electric contract we got a 9-cent-an-hour increase. That was in the 
contract of September 1951. And this is what they say: 

Before the general increase becomes effective, approval must be received from 
the price stabilization authorities to allow the resulting increas? in labor costs 
to be included in calculation of ceiling prices for the company’s products. Note 
the approval must be in terms as will permit inclusion of such increased labor 
cost in the calculation under general ceiling price regulations 22 and 30, to the 
same extent as though the increase had been in effect before March 15, 1951, 
which is the cut-off date specified in such regulations, for includible post-Korean 
labor-cost adjustments. 





The company is saying, in effect: 

We will give the workers of Westinghouse the 9-cent-an-hour increase that 
they deserve, provided the labor organizations will go down to the Government 
agencies and get us price relief. 

And get them price relief so they can further gouge the American 
public on the prices of electrical commodities. 

Fortunately, Congressman, our union said, as you suggested, “No,” 
to that kind of racketeering. 
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Mr. Kivsurn. Well, I don’t know about the union saying no, except 
this: I agree with you that these profits you have outlined here are 
merely outrageous. But I do think that ‘they have got to cut down 
their profits and you folks have got to hold the line or we are going to 
have inflation. 

Your example, I agree with you, is terrible. We certainly agree 
on that. But I think we have got to get these people in line. And I 
think, if your figures are right, I don’t blame you. 

Mr. Carry. Congr essman, we suggest that it is the position of or- 
ganized labor—and I speak with authority with respect to the CLO, 
which is the organization in these mass-production industries—we 
say, “Yes, sir, we must act together,” but that opportunity has not 
been presented to us in the present act. 

The present act would prevent the kind of teamwork that is re- 
quired. 

Now we have a Government of checks and balances, and yet we 
can’t suggest, Congressman, that there is a check and balance in the 
operation of the present defense effort. 

Labor’s participation in the administration of the program would 
provide some reasonable check on some of these representatives of big 
business that now man these very agencies. For instance, on this 
copper-production proposition. The question was raised by labor at 
the beginning of the defense program. I had the assignment of deal- 
ing with Charles E. Wilson to explain to him that the production of 
copper in this industry is so far below the year 1943 that it is bringing 
out unnecessary unemployment. That there is speculation and hoard- 
ing of copper products which not only inconveniences thousands of 
people but provides this unusual opportunity to contribute to price 
rises, ° 

At the same time, we engaged in an effort to try to remove from 
legislation some restrictions on copper coming in from other countries 
like Chile, where these four powerful corporations got Congress to 
enact legislation that enabled them to impose upon copper importa- 
tions a 2-cent-a-pound duty. 

They kept the copper out; they reduced the production in this 
country to 200,000 tons less than in 1943, and the price has shot up. 
Now, in our industry we only use about 11 to 13 percent of the copper 
output, but it meant for our people in our industry unemployment, 
because we use copper in every operation. 

Mr. Kinsurn. Do I remember correctly that in the last war, in 1941 
or 1942, that we gave a subsidy to all mines producing copper 

Mr. Carry. Yes, sir; we did, and it brought about an increase in 
the production of copper. 

Mr. Kirsurn. We tried to get copper. 

Mr. Carry. We tried, and we did get copper, by 200,000 tons a 
year more than we are getting now, through the program of subsidies 
to the marginal operators. 

Mr. Kizsorn. Thank you, Mr. Patman. 

Mr. Parman. These immoral profits have another devastating re- 
percussion that we have not mentioned, Mr. Carey. 

I recall the head of one of the largest corporations in our country 
testifying before the Joint Committee on the Economic Report about 
a year ago, and in that testimony he referred to capital that was 
acquired by just raising prices, as “costless capital.” 
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I thought it was a devastating phrase for him to use, and I was not 
surprised, when I look over the transcript, to see that that had been 
carefully eliminated. 

But that is such a good phrase that I think we might as well use it. 

Now, these people not only make these immoral, outrageous profits 
for themselves, against the public interest, but it makes it impossible 
for a small concern to even get started. 

What chance would I have, starting out by borrowing money to 
go into a business, and upon that money, of course, I would have to 
pay a reasonable rate of interest, when across the street one of these 
huge concerns that is making these huge profits, through “costless 

‘apital,” has put in a store, just like mine. Their investment is abso- 
lutely nil. There is no cost to it at all. I just don’t have any chance 
there. 

Mr. Carey. That is right. 

Mr. Parman. And that trend is getting more and more pronounced 
all the time. 

So that “costless capital” has become a real evil in our economy, I 
think. Don’t you agree with me on that? 

Mr. Carey. I certainly do. 

Mr. Patrman. Now, you mentioned these speculators being able to 
put up 7 percent, and hold any number of carloads of grain or com- 
modities, and when prices go up, to take their profit. 

I regret very much that we were not able to hold that in the bill. I 
am not criticizing any one of my colleagues for voting the other way, 
but I thought that was terrible, to not keep down speculation in times 
of great emergency. 

But the House voted, if you will recall. a majority vote against 
that, and it was cut out on the floor of the House by an amendment. 

Mr. Kizsurn. Well, wasn’t that due to the hedging? 

Mr. Parman. Of course, that was an excuse, not a reason. 

Mr. Kirsurn. Well, I don’t know anything about it, but—— 

Mr. Parman. It provided for legitimate hedging, and there is a 
well-defined course in speculation as against hedging. 

It is easy to detect the actual bona fide hedging transaction as dis- 
tinguished from speculation or gambling. And this, of course, was 
defeated in the name of legitimate bona fide hedging, but in truth, 
and in fact, it was to help only the gamblers. 

Mr. Kintpurn. Well, 1 voted for that, and I understood that it was 
for hedging. 

Mr. Parman. Well, legitimate hedging was provided for and made 
legal, and was not declared unlawful. 

The act only sought to outlaw speculative profits, not connected with 
legitimate hedging. 

There is a clear line of demarcation there. You don’t have any 
trouble distinguishing between speculation and gambling on one side, 
and bona fide and legitimate hedging on the other. 

I am in favor of bona fide, legitimate hedging. I don’t know of 
anyone who opposes that. But certainly, we shouldn’t, in order to 
state that we are for bona fide, legitimate hedging, say we have got 
to vote to allow gambling, and excessive speculation. That doesn’t 
make sense, in any book. 

I am not criticizing anybody who believes the other way. They rep- 
resent their people, and I am not criticizing them. 
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Now, on this 7-percent matter, that is not unlike the banking system 
which you mentioned, in your statement. Bank loans, I believe, have 
increased $10,000,000, 000 in the last year. 

Mr. Carey. That is right. 

Mr. Parman. Well, of course, they do it in almost exactly the same 
way. The average amount they put up, they put up all the way from 
5, 6, or 7 percent, to about 15 to 20 percent, but the average amount is 
14 percent. 

In other words, all of our money is issued on a 14-percent deposit, 
you might say, just like the 7 percent in the speculative transaction 
you mentioned. 

So there is no way to control that under existing law. I believe 
you brought that out in your statement. There is no way to control it. 

Mr. Carey. Well, Congressman, there is a way, under existing law, 
by “gy amendment. 

Mr. Parman. I am talking about under the existing law. Of 
course, under proper amendment, that would be a new law, wouldn’t 
it? 

Mr. Carey. I think it would be a new law, but the peor Tam making 
is that from an administrative standpoint it would be much easier 
to control that kind of action than it would be to control a person 
who wants to buy a house, or wants to buy a television set. 

You require them to put 25 or 30 percent down before they can 
buy, and they look with horror, those who understand it, at some- 
body going into a brokerage house, who, from some respectable bank, 
had borrowed 10 percent, and bought a carload of soybeans. 

Mr. Kav’ sen. I thought it was 50 percent. 

Mr. Par. ~v No. 

Mr. Krux». It is on stock. 

Mr. Carey. You can go right in close by my office and for 10 percent 
you can buy some of these essential commodities and they hold them 
for a price rise for you, any length of time. 

Mr. Kiisurn. I don’t know anything about that. 

Mr. Parman. I noticed your criticism of the Federal Reserve Board 
and I share your views on that, about requiring so much down on a 
house, or a washing machine, and so forth. It occurs to me that the 
Federal Reserve Board, too, is entitled to just criticism for failing to 
make their regulations sufliciently elastic to take care of a temporary 
situation. 

Let us assume, for the sake of this discussion, that we have a surplus 
of new and used cars right now, which is just temporary. 

Yet, if they change their regulation, in other words, we will say, for 
the next 30 days, for a trial-and-error period, they could suspend regu- 
lation W. Then the people who needed cars would buy cars, and that 
money would go into the purchase of things not scarce, and would keep 
those dollars out of competition with the laboring man, who is buying 
meat and bread and the essentials of life with it. 

Don’t you think that makes sense ? 

Mr. Carry. Yes, sir, Congressman. In fact, if the Federal Re- 
serve Board were to give a 90-day moratorium on these rigid credit 
controls, say, television 

Mr. Parman. Yes, sir; anything where it looks like it might be 
temporary, or where we have large ‘inventories. 
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Mr. Carry. Yes, sir. We have large inventories of television sets, 
and 30,000 people unemployed in the industry. We have chaos and 
confusion which could be relieved by the Federal Reserve Board 
saying, “It will help us in our fight against inflation to give a 90- 
day moratorium on the requirement of the down payment of that 
amount, 25 or 30 percent, on television sets.” 

In fact, we would like to say, that if somebody has a television set, 
and they want to trade it in for another television set, that they could 
do that. In television, you are not permitted to do that. 

So now we have 30,000 people unemployed in the industry, and 
excessive inventories. A little moratorium would be helpful there. 

Mr. Deane. Will you yield? 

Mr. Parman. I vield. 

Mr. Deane. I followed with interest Mr. Patman’s questions to you 
on this point, Mr. Carey. 

I recall in my own town here, a few months ago, that a dealer rep- 
resenting one of the large electrical companies, had on his window in 
boxcar letters “no down payment required.” This firm was offering 
refrigerators, televisions sets, and all such other commodities, with 
no down payment whatsoever. 

Now, this dealer was in a position to follow out that program, but 
across the street there was a smaller man, with a smaller capital, yet 
he had a great deal invested in his inventory, but he could not follow 
that practice. 

The only individuals that I have heard object to the regulation have 
been the automobile dealers, the furniture dealers, and while I have 
a great many textile people in my district, furniture workers, and 
agricultural workers, and while I could be mistaken, I don’t believe I 
have had a single letter objecting to the regulation. 

I know people are disappointed. But you usually hear from peo- 
ple on this particular question. They may object to it, and are not 
communicating it to me, but up to the present time, I have had, I am 
quite sure, less than half a dozen objections to these regulations. 

On the other hand, I have had innumerable letters from the auto- 
mobile dealers, from furniture men, and from other people protesting 
It. 

Would you gentlemen like to give your reaction to this observation. 

Mr. Parman. Well, you have mentioned the ones that are hard 
hit, that are hit the hardest, and they represent a large part of our 
economy. If you had declared a moratorium, as Mr. Carey suggested, 
on the enforcement of Regulation W for 90 days, then a lot of people 
would take their money—certainly their surplus money—which is 
not enough to make down payments on cars and furniture now, and 
go into the furniture and automobile mart and buy these things. 

That not only would help those two industries, but it would help 
other people who are buying the bare necessities of life, because that 
money is taken out of that competitive stream, and goes into competi- 
tion for these bare necessities. 

Mr. Deane. I am not a good enough economist to know the answer, 
but I have heard, if I may follow up, individuals say that it has not 
oniy stabilized prices on used cars, but has forced the prices of used 
cars down. 
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Mr. Parman. Well, I don’t know about that. Of course, you could 
force them down by making it hard for people to buy. One of the 
main reasons I object to Regulation W is it places a penalty on char- 
acter as collateral. 

I think the best collateral there is, is the character of the individual 
making the note, and in my community, where man is a good citizen 
and lives right, and where the people know that he will pay his debts 
when he signs his name to a note, his character behind it is worth 
more than anything else in the world. And under Regulation W char- 
acter doesn’t mean anything. 

Mr. Carey. I would like, if I may, Congressman Deane, to com- 
ment on the fact that I do get letters regarding i it. 

It is true that we made our first representations regarding Regula- 
tion W before it was put into operation. We asked that it not be 
done in the manner in which they were proceeding. They proceeded 
to put it into operation. Now, our contention was that it would 
result in a lot of hardships. 

Mr. Deanr. What percentage are you recommending as a down 
payment, Mr. Carey ¢ 

Mr. Carry. Well, oh, say, television sets, we would contend that 
the same procedure be permitted that is permitted in the automotive 
industry, where you can trade in an old car, as a down payment on a 
new one. 

In television, the regulation will not permit that. 

They should permit the trading in of an old television or radio set 
as a down payment on a new one. 

And we would say that they ought to permit, as Congressman Pat- 
man suggested, a little moratorium to meet the situation of these large 
inventories. 

Maybe the industry will be destroyed, Congressman. Maybe prices 
will be forced down. But there are 30,000 people une mploy ed, which 
are necessary to our national defense, and these production units are 
being torn apart. In Philadelphia, the plant I worked, at_Philco, 
10,000 people got laid off at a time when profits are what I repre- 
sented here. They see that and wonder about it. 

Mr. Deane. I wonder if this will happen. That these large profits 
are going to taper off, during the other quarters of the year. Isn’t 
it possible that the enormous profit was due because of the unusual 
and terrific sales promotion carried on by the industry, which has 
caused the merchants to feel that there would be a shortage 6 months 
hence, and have built up these large inventories. 

Mr. Carry. Well, they overproduced in 1950, and they made the 
big gamble—v ery profits able for them. A lot of that, perhaps, was 
done perhaps in anticipation on limitations on the right to produce, 
using scarce materials. 

But credit controls came along and made it difficult to pass those 
television sets on to the consumer. 

Mr. Deanr. What is the position of the industry on regulation W ? 

Mr. Carey. It would be the same as the position I am representing 
here. 

Mr. Deane. To eliminate it ? 

Mr. Carry. Pardon ? 

Mr. Deane. I mean, to lessen credit restrictions ? 
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Mr. Carey. I think they might go so far as to, at this late date, 
come forward and suggest that what we were talking about. last 
October should be done now. 

That is, to have a moratorium, and to reduce the requirement for 
down payment. I think that is the industry’s position. 

The Cuarrman. You trade in an automobile and that is considered 
a down payment. 

If you trade in a television set, that is not considered a down pay- 
ment ¢ 

Mr. Carry. That is not permitted by the regulation. 

The Cuamman. What other commodities does that apply to? 

Mr. Carey. That would apply only to those items that the ordinary 
consumer would purchase. That is, consumer durable goods items. 

Mr. Kirsurn. Refrigerators? 

Mr. Carey. Yes, sir; refrigerators, waffle irons, washing machines, 
dryers and things of that nature. Household equipment. 

Well, we think that is one part of the proposition. Then there is 
this question of how this applies with regard to a speculator in one 
way, and with regard to an ordinary housewife in an entirely different 
way. And we think the situation should be reversed. On this, we 
are not just asking that we reduce restrictions all over. We are asking 
that restrictions be imposed upon the gambler in essential commod- 
ities—that is, things necessary for defense—and that they be eased 
at the level of the ordinary consumer. 

Mr. Parman. Mr. Carey, I don’t want to take up too much time, 
but I do want to explore just briefly a couple more things you men- 
tioned. 

If these enormous profits continue, and this trend toward bigness 
continues—I don’t object to bigness as such, but rather the way big 
fellows throw their weight around—and they are certainly throwing 
their weight around when they can charge any price they want to, 
and force other people out of business, and keep other people from 
going into competition with them, eventually it is inescapable that 
we will have a country of big industrialists, big business, which I con- 
sider a very short step to socialism. 

If you will recall, going back and reading the platforms of the 
major parties in this country, you will find a stock phrase: “private 
monopoly is indefensible and will not be tolerated.” 

That was in both platforms at different times. 

Now, we are going right toward private monopolies, which means 
that there will be a clamor which eventually cannot be resisted, namely 
that if we are going to have a monopoly, let the people get the benefit 
of the monopoly. 

And it will be a real short step to socialism. 

In other words, by big-business people and industrialists bundling 
these things up in a few packages, will make for a short step to social- 
ism, and that, I fear, because I don’t believe in communism, or social- 
ism, or any “ism,” and I don’t look with favor on those trends. 

I notice what you said about communism, and I approve of what you 
said. But are you equally on the alert against the dangers of fascism ? 

Mr. Carey. We think the labor movement is well aware of the 
dangers of fascism, for the very same reason that they are aware of 
the dangers of communism. And here again, those who seek to have 
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a totalitarian economy, will recognize that labor organizations will 
have to be beaten down, will have to be destroyed, before they can 
come into power. ; 

The only difference between communism and fascism, insofar as 
labor is concerned, is their treatment. 

Mr. Parman. You mean, leading up to it? 

Mr. Carey. Leading up to it. 

Mr. Parman. But in the end result, it is exactly the same. 

Mr. Carey. That is right. And I speak of it with knowledge, be- 
cause of having visited the Soviet Union. I note their labor regula- 
tions are pretty much parallel to the conditions contained in the 
Taft-Hartley Act. 

Mr. Parman. Well, when they were getting the country ripe for 
fascism in Italy, for instance, didn’t they curb all the progressive 
and liberal movements, like labor unions, even credit unions, farm 
cooperatives, and so on, and build up an awful sentiment against 
communism, and make people hate communism, to the extent that they 
were later very glad to embrace fascism ? 

Mr. Carry. That is right. 

Mr. Parman. Don’t you see in this country, some of the very signs 
and trends that you can go back and find in the books about Germany 
and Italy—namely, the same trend toward fascism? And don’t you 
think that while we are watching for any approach of communism 
from the left, that we should continue to be on the alert against com- 
munism and crush it in every way possible, and at the same time that 
we should be equally alert against an equally devastating and destruc- 
tive enemy approaching us from the right in the form of fascism? 

Mr. Carey. I think, Congressman, I would go so far as to say that 
we have to be more concerned about fascism in America than we have 
to be concerned about communism, largely because you will find that 
the labor movement in this country understands the dangers of the 
Communists, and the Communist commit their crimes in he names 
of the working class. 

So at the point where the Communists make their attack, you will 
have people who understand them, and are willing to fight them, and 
fight them effectively. 

Now, in the case of the reaction from the right, fascism, I am not at 
all sure that the Chamber of Commerce and the National Association 
of Manufacturers will be as vigorous in their fight against totali- 
tarianism of the right, as you find labor, the AFL, the CIO, and other 
labor organizations are vigorous in their fight against the Com- 
munists. 

Mr. Patman. I have made this statement and I have never been 
challenged on it, about these big organizations. I know that there 
are mighty good people in these organizations, like the National 
Association of Manufacturers, the United States Chamber of Com- 
merce, and so on, but at the same time I have never known a time when 
there was a conflict of interests between a big man and a little man, 
that they didn’t take the side of the big man, when there was a conflict 
of interests. 

And if there was ever such a case, I would like to know it. I have 
never known of one, since I have been in Congress 23 years. Not one 
time. 
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Mr. Carey. I can’t help you, Congressman. I might say-that I 
agree with you that there may be some decent people i in the United 
States Chamber of Commerce. But I won’t make any reference to 
the National Association of Manufacturers. 

Mr. Parman. Well, you see, this private-enterprise system as it is, 
we naturally expect peeople to be selfish to a point. For that reason, 
you will find selfishness in all of us to a certain extent. 

Mr. Kitrsurn. Do you mean to say, Mr. Carey, you don’t think there 
is somebody in the National Association of Manufacturers who is a 
good American citizen ¢ 

Mr. Carry. Individually, there may be, but I don*t-—— 

Mr. Kirsurn. Just the same as your organization, 

Mr. Carey. Individually, our people are very decent people. 

Mr. Kitgurn. That is what I say. 

Mr. Carey. And collectively, sir, our programs will stand the light 
of day. In the National Association of Manufacturers, you can’t 
get any employer to admit membership in the organization. 

You talk to American employers, as I am required to do in collec- 
tive bargaining, and we make reference to the NAM, and he says, 
“T am not a member of that band of racketeers,” but he pays his dues 
in it, and participates, but won’t admit membership. It is the most 
irresponsible institution we have in this country, and I might say, 
Congressman, the most influential! that I know about. 

Mr. Parman. And 90 percent of the members of the National Asso- 
ciation of Manufacturers, and the United States Chamber of Com- 
merce, are small people. 

They always point that up. They say, “We are small business, 90 
percent of our people are small-business men.” And they are telling 
you the truth. But I am saying where they get down to the point 
where there is a conflict between big business and little business, they 
always take the side of big business. 

Mr. Krisurn. I am not going to wave their flag, except to say this, 
that I think every association in this country is about the same, as 
far as being patriotic. 

Mr. Parman. I don’t think the question of patriotism enters into it. 
I didn’t bring it in. 

Mr. Kitpcurn. I don’t say that just because 

Mr. Parman. I think you brought that in, Congressman. No one 
else brought that in. 

Mr. Kitgurn. I think their members are probably just as good citi- 
zens as those * —- organization. 

Mr. Carry. I can’t agree, sir; not the National Association of Manu- 
facturers, or om part of it. 

Now, Congressman, you did raise a question, with regard to the 
team work that is required in this present emergency. 

Now, I think these profits are characteristic of racketeers. 

Mr. Kireurn. I agree with you. 

Mr. Carry. Not free enterprisers, and not great American patriots, 

Mr. Kitsurn. I agree with you, but I w ould like to know how you 
doped these profits out. 

Mr. Burrerr. Will the gentleman yield? 

Mr. Kireurn. If you have got the method in which you doped 
these figures out, I would like to have it. I think they are astounding. 
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Mr. Carey. They are Securities and Exchange Commission figures, 
and they are public information. 

Mr. Kirsurn. Well, I would like to know how you arrived at these 
figures, if you can put it in the record without too much effort. 

Mr. Carey. Certainly, we can put it into the record, the manner of 
calculation by it 

Mr. Kirsurn. How you got them. It is almost unbelievable. 

Mr. Carry. They are published every quarter. And these are the 
last figures published for the fourth quarter of 1950. 

Mr. Kizeurn. I don’t want them now, but if you have the method, 
T would like to have it. 

Mr. Deane. Mr. Carey, I join with the other members of the com- 
mittee in commending you for bringing together this very interesting, 
factual statement, and I would be interested in the request made by 
Mr. Kilburn, supporting your exhibit on these profits in this particular 
group. 

I would like you to also show whether this is representative in terms 
of the total emplovers of the country. 

Mr. Carry. In manufacturing: yes, sir. And the profits of all 
manufacturing would be 35 percent; include the few who didn’t 
make as well as those who made a lot. 

Mr. Deane. I know our chairman wants to hear other witnesses 
this morning and I will be very brief. Would you give for the record 
who these four copper firms are, which control the copper. 

Will vou insert that in the record ? 

The CuatrmMan. That may be inserted in the record. 

Mr. Carry. Well, in order of size, they would be Anaconda Copper 
Co., Kennecott. Copper, Phelps Dodge Copper Products Corp., and 
Calumet & Hecla. They are the four. 

Mr. Deane. The only other question I wish to comment upon and 
ask your reaction, is this: Up to the present time, the weakest point 
we are standing on, so far as the amendment of this act is concerned, 
is the following: 

Mr. Gibson, Administrator of the Defense Production Authority, 
and Secretary of Commerce Sawyer, in replying to certain question 
that I directed to them last week, relating to the production of steel, 
generally were agreed on these figures. 

Mr. Sawyer stated that steel was approximately 99 percent of so- 
called capacity, and that the production at the present time was 
around 100 million tons, and by the end of 1952, both Mr. Sawyer 
and Mr. Gibson agreed that this production should go to between 117 
and 120 million tons. 

I asked them what percentage of this production would be directed 
toward the national defense, and they both indicated approximately 
20 percent. 

Mr. Sawyer further stated that there would be a negligible amount 
of steel going overseas. Assuming that at least 25 percent was used 
for national defense, directly or indirectly, and in view of the fact 
that steel production is going up next year by perhaps 20 to 25 million 
tons annually, I am just wondering whether it would be possible for 
civilian production and civilian programs to continue without very 
much interruption. 

Mr. Carry. Congressman, I had the honor of serving as a member 
of the Production Planning Board of World War II, and we began 
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our work early in the defense effort. We proceeded to determine what 
answers we could provide to the question you raised, insofar as steel, 
copper, rubber, and certain other important and essential commodities 
were concerned. 

We had a study made covering the industry. The study indicated 
shortage of capacity in the field of production of steel. 

So they put that study aside and they asked for another study, 
and finally, the fourth time, they got a representative of the Steel 
Institute to provide them a study that, lo and behold, we just had 
enough capacity to produce the amount of steel anticipated to be re- 
quired. And they used that study as their basis for operations. 

And it is like coming in to see the same show over again. We still 
have a shortage of steel capacity. And we have to bribe these steel 
corporations to expand that capacity. And so we have these amortiza- 
tion schemes, which give these large corporations tax relief to the 
extent of being able to depreciate their plants in 5 years. 

That has brought about an anticipated expansion in the capacity to 
produce steel, which is helpful. Maybe it is necessary that we do it. 
Personally I think it is scandalous. But that is the way we had to go 
about getting the steel corporations to expand their capacity, and it is 
not expanded to the extent that is now required. 

The reason we had, on the Harriman committee, such difficulty, is 
because the steel industry then said, “Well, there won’t be any require- 
ments for exportation of steel products.” And they limited the 
amount of aid we could give to countries trying to reconstruct, by the 
limitations imposed on steel, on the grounds that our capacity would 
not permit us to put into the Marshall plan any items that brought 
about use of steel. 

And it is the same story, year after year, day after day. We could 
do a lot of good if we expanded our steel capacity. And even if we 
have to bribe the industry to do it, I suppose that is better than not 
having the industry expansion. 

Mr. Deane. Do you mean to say then, that you consider they are 
wrong in their appraisal that we will only use 20 percent for defense? 

Mr. Carey. I consider they are largely influenced by the views ex- 
pressed to them by American industry. 

Suppose they are wrong, Congressman. Suppose the expansion of 
steel is required as we go into larger difficulties with the Soviet Union. 

Then that same industry will say, as they said before, ““‘We can’t 
expand the steel capacity because to do so we will have to use steel, and 
it is very scarce. So we will have to delay expansion until sometime 
after the next emergency.” 

lam fearful that is what we are getting into. 

Mr. Botting. Will you yield, Mr. Deane? 

Mr. Deane. I yield. 

Mr. Bounce. I think the confusion in the question you are raising 
is that that expansion of which they speak, 17,000,000 tons, is an ex- 
pansion to be achieved in about 1953. ‘The expansion has not yet been 
achieved. Therefore the shortage will be in the coming 2-year period, 
the acute shortage. 

Mr. Deane. Well, I was referring a moment ago to the answers 
given by Mr. Sawyer, and he said “by the end of 1952 it will run up 
to 117 to 120 million tons.” 
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Now the primary reason for directing the question to you, Mr. 
Carey, is that throughout the country various colleges and universi- 
ties have essential building programs, and the question in my mind 
is will they, in view of what these men are saying, be able to carry 
on any part of this particular program, which some of us feel is, at 
least to a certain extent, essential ? 

I am confused and wondering why there is a need for allocation of 
steel when we have such a limited amount of this steel at the present 
time going into the defense program. 

Mr. Carey. Well. Congressman, in our opinion, we don’t have all 
this steel. And, in fact, I would like to point out that the defense 
program is not under way to any degree. 

People talk about the shortages of copper. It is not because workers 
are using copper in the production of things for defense. It is be- 
cause there is a shortage of copper in peacetime work, without the 
defense program going into production. 

The largest part of the defense program that has been set up by the 
Defense Procurement Agencies is on the drawing boards. The $4 bil- 
lion of electronic work for defense is merely a dollar mark. It is not 
in production, and it is not using the scarce materials, like steel, copper, 
and aluminum. ‘That is yet to come. 

Mr. Deane. Is your organization in the position to know the defense 
facilities and inventories? 

Mr. Carry. As well as anyone; yes, sir. We are not in a position 
at the moment to give the answer to the question that you asked of 
Secretary Sawyer simply because we will have to look at it and deter- 
mine what is meant by the definition cof the words “defense industry,” 
because in steel, for instance, an awful lot of the steel output will be 
required in industries that are essential to defense—transportation, 
and things like that—and it is difficult to define what is defense and 
what is nondefense. 

Mr. Brown. Will you yield to me there? 

Mr. Deane. I yield. 

Mr. Brown. I think if we could find some substitute for structural 
steel this college program could be continued. Structural steel is the 
searcest item. 

Mr. Carey. If you get into the problem of how you allocate the 
scarcity, we would like to have that approach being the second step. 
The first step should be to expand the capacity so that you don’t have 
to go into this fine area of determining what is essential and what is 
not essential. 

Why not do it the right way and expand the capacity to produce 
steel, copper, and aluminum? Then our Nation is not held up every 
time we are faced with an international crisis or a problem in our 
domestic economy. 

We contend that first there should be an orderly expansion of these 
essential goods. That is the production of these essential goods, 
especially these scarce materials. And that in itself might reduce 
the amount of gambling that takes place. 

Mr. Deane. Thank you sir. 

Mr. Carry. Thank you, Congressman. 

The Cuarrman. Do you have any questions, Mr. Cole? 

Mr. Coir. Yes, I have. But I would like to waive for Mr. Buffett 
at this time, as he has a question he wants to ask right away. 
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The Cuatrman. All right. 

Mr. Burrerr. Mr. Carey, what makes up the electrical machinery 
industry ? 

Mr. Carey. Well by name the corporations would be General Elec- 
— Westinghouse, RCA, Philco, and those corporations that op- 

rate in the production of consumer durable goods, as well as in the 
prio tion of heavy goods, like dynamos, generators , and things of 
that nature. 

Mr. Burrerr. That would include, then, television sets ? 

Mr. Carey. Yes, sir; it would. 

Mr. Burrerr. Do you have any projection of the annual income of 
the worker based on double time for overtime ? 

Mr. Carry. Yes; perhaps it would be better if I took the comparable 
period. 

I took the profit side, and for the same period, the workers have been 
receiving $56.40 a week. 

Mr. Burrerr. I am not talking about their pay per week. I am 
asking about the projection of a worker’s income, based upon the pay 
he receives when he is working double time. 

Mr. Carry. Do you mean, in 1 the future, or in the past periods ? 

Mr. Burrerr. Any 12 months. 

Mr. Carry. Well, if you take the last 12 months, the workers have 
worked 2 hours more than they worked a year ago. That would 
largely be the overtime. And that, when you weigh what they re- 
ceived, which was $56.40, was increased to $64 a week. 

Mr. Burrerr. What is 

Mr. Carey. Mr. Congressman, may I finish? 

Mr. Burrerr. All right. 

Mr. Carry. Now if you consider the increases in the prices of the 
items that workers buy, that would mean that that worker is better 
off with his 2 hours of overtime, by 3 cents a week, than he was just 
a year ago. 

Mr. Burrerr. Iam not asking that. What I am asking you is, what 
would be his rate, annual rate of pay, at double time as compared 
with his standard rate. 

What is the standard rate? 

Mr. Carey. I wouldn’t know, Congressman, because when you work 
double time, it is a rare and unusual situation that you get paid double 
time, and there is no way of estimating it. 

Mr. Burrerr. Well, these fourth- -quarter earnings, are they not a 
rare and unusual situation ¢ 

Mr. Carey. No, sir; not in the electrical industry generally, because 
the first quarter of 1951 was even better than the last quarter of 1950. 

Mr. Bu sain Why didn’t you take the full year 1950? 

Mr. Carey. I did take the full year in our figures, but we wanted 
to show how things were going, and the first quarter of 1950 would 
not include the pre- -Korean price increases, and I was making the 
point, Congressman, that since June of 1950 there has been a lot of 

racketeering—perhaps it shouldn’t come before this committee, 
maybe the Senate Crime Investigating Committee should handle it. 

Mr. Burrerr. Did the fourth quarter of 1950 include all the impact 
of the new tax laws and so forth? 











hd et aes eae 




















eicepcaiti 








Sat RRS Aa PERI Sh eae toy 


DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 681 


Mr. Carry. Yes, sir; all of them. And these figures here, Congress- 
man—that is another reason I took those figures—because all your 
so-called excess-profit taxes are included in these figures. ss 

Mr. Burrerr. All right. But did those profits include depreciation 
charges based upon current reproduction costs? 

Mr. Carey. These are their over-all profits. They threw everything 
into these profits that they possibly could, and this is the result. 

Mr. Burretr. Are you willing to say that their depreciation charges 
currently reflect their reproduction cost? 

Mr. Carey. Depreciation charges reflect what ? 

Mr. Burrerr. Their reproduction cost. 

Mr. Carey. I think the depreciation charges are such, that that is 
part of this glorious racket. As I say, companies like General Elec- 
tric and Westinghouse, in our industry, are depreciating their plant 
and facilities at the rate of 5 years. 

Mr. Burrerr. That is on special certificates granted by the Govern- 
ment. That is not the standard rate in the industry. They can’t 
get that except as the administration gives it to them, can they? 

Mr. Carey. That is correct. 

Mr. Burrerr. I am asking about their standard facilities. How 
do they charge those off, on their original cost or reproduction cost ? 

Mr. Carey. I don’t know how all of them do it. 

Mr. Burrerr. It seems to me that is very important, in figuring 
out any industry profits, to know whether or not their depreciation 
charges are based upon some schedule fixed 10 years ago or not. 

Mr. Carey. It would be a very interesting thing to develop, Con- 
gressman, because we would contend that their reserves are so estab- 
lished, that it more than covers any normal depreciation. That they 
are all set for some time to come. And we would measure that in our 
simple method of calculation, by the amount of reserves, and, as I 
said, they did everything they could to hide the profit proposition, 
by the establishment of these reserves for future depreciation, by 
establishment of more than normal amounts for expansion, and things 
of that nature. 

Mr. Burrerr. You say that they make these depreciation charges in 
excess of what the Government will allow ? 

Mr. Carey. Do you mean on the certificates of necessity ? 

Mr. Burrer. No, no; leave them out. I understand them, and I 
don’t like them. 

On their depreciation of their peacetime facilities, have they been 
allowed to step up their depreciation rates to cover current reproduc- 
tion cost ? 

Mr. Carry. They have stepped up the amount of their reserves more 
than necessary to cover their depreciation ; yes, sir. 

Mr. Burrerr. Do you mean that they have been allowed to take 
that out of their gross profits? 

Mr. Carey. If we are asking me do I mean if they acted illegally— 

Mr. Burrerr. No, I am asking you if they have been allowed to 
take them out of their gross profits. 

Mr. Carry. Sure they are allowed to. They are encouraged to do it. 

Mr. Burrerr. I want to get this straight. You are telling me that 
a company with a plant built in 1937, if the cost of reproducing that 
plant today is double what it was then, that they have been allowed by 
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the Federal Income Tax Department to increase their depreciation 
charges against their gross profits to cover the reproduction cost of 
that plant and equipment at this time? 

Mr. Carey. Most of these plants have already been _ . ceciated. 

Mr. Burrerr. No, I am asking you about a specific plant. What 
would happen there? 

Mr. Carey. I don’t understand your question. What specific point 
are you asking about? 

Mr. Burrerr. Let’s take General Electric and assume they build a 
plant in 1937. 

Mr. Carey. It is all paid off now. 

Mr. Burrerr. Wait a minute. The Government allows them to 
depreciate that plant only 3 percent a year or 4 percent a year, what- 
ever it is, and equipment at certain standard rates. 

Now that plant, to be built today, would cost twice what it cost in 
1937. Have they been able to double their depreciation rate so they 
will have the amount of capital back from that plant that it will cost 
to reproduce it? 

Mr. Carey. Well if they build a plant today 

Mr. Burrerr. I don’t want the plant today. That is the plant 
we are worrying about. 

Mr. Carey. You are talking about a plant that was built in 1937, It 
has been depreciated and there is nothing in your question. And if 
they build a plant today or last year, they depreciate at the rate al- 
lowed this year or last year. 

Mr. Burrerr. They have been allowed to depreciate at standard 
rates. 

Mr. Carey. Well that is what they contend. They would contend 
it takes 20 years to depreciate a plant. 

Mr. Burrert. It isn’t their contention. The Government sets those 
figures. Not General Electric. 

Mr. Carry. Except that in General Electric they more than dou- 
bled their plant facilities and capacity, since the year you mentioned. 

Mr. Burrerr. But that is a different issue 

Mr. Carey. Just a minute. And they did that largely at the expense 
of the public, by their method of using their plants and facilities, 
and getting Government work, and getting certificates of necessity. 
General Electric we are talking about. 

Mr. Burrerr. Now, getting back to my point, do you still contend 
that they can charge that plant off since 1937 ? 

Mr. Carry. That they can? 

Mr. Burrerr. That they could. 

Mr. Carry. Twenty years is what the law permits. 

Mr. Burrerr. How much? 

Mr. Carry. Twenty years. 

Mr. Burrerr. Twenty years? 

Mr. Carey. That is correct. 

Mr. Burrerr. Thirty-seven and 20 is 57. 

Mr. Carry. That is correct; that is what the law permits. 

Mr. Burrerr. Then the plant has not been charged off, and the 
depreciation rates that you use in this projection of earnings are 
based upon unrealistic reproduction cost, aren’t they ? 








Mr. Carry. I don’t know enough about it. I can refer you to my 


expert. He will come on the stand later. 
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Mr. Burrerr. Then those figures shouldn't be used if they don’t 
take in these factors. 

Were 30,000 of your workers walking the streets the last quarter 
of 1950? 

Mr. Carey. They are walking the streets now, sir. Not the last 
quarter of 1950, but now. 

Mr. Burrerr. The last quarter of 1950 was the biggest quarter this 
industry ever had, wasn’t it ¢ 

Mr. Carey. No, sir; the first quarter of 1951. Now, there are various 
groups. The low people on the totem pole are the television workers. 

Mr. Burrerr. Well, it was equal then. It was the best quarter so 
far as earnings are concerned. 

Mr. Carey. As far as earnings are concerned the last quarter of 
1950 was the best. 

Mr. Burrerr. Then it is completely unrealistic to have a discussion 
based upon one quarter that is in no way characteristic of continuing 
corporation profits, in my opinion. 

Now, their profits may be too large. I don’t argue that. But to 
take one quarter that had a set of specific conditions, and then to 
discuss that as the annual rate just doesn’t add up. 

Mr. Carry. Congressman, you are suggesting here that I took that 
quarter for other reasons than the fact it is the last quarter issued. 
And as soon as the next quarter comes out, Congressman, you might 
say that is unrealistic. But I am speaking now in terms of the last 
quarter figures issued by the SEC. 

Mr. Burrerr. But you don’t talk about wage rates on the basis of 
double time. 

Mr. Carey. With 30,000 people unemployed in the television 
industry you are asking me a question about overtime work ? 

Mr. Burrerr. That isn’t the point. You are talking about annual 
earning rates here based upon special conditions prevailing in the in- 
dustry at one special time. 

It is just as realistic to talk about annual earnings of a worker based 
upon a special pay at a special time. 

Mr. Carey. I will take the whole year, Congressman, then, of 1950. 

Mr. Burrerr. Fine. 

Mr. Carry. Are you suggesting we wait until after 1951 until we 
consider the problems of today? 

Mr. Burrerr. No. 

Mr. Carey. The rates of profit in 1949 and 1950 are scandalous. 
They particularly increased following Korea. 

And the point I make to you, Congressman, is that Congress should 
have anticipated, and should do something about it now, instead of 
you trying to justify these exorbitant profit figures. 

Mr. Burretr. I am not trying to justify them. 

Mr. Carry. You are trying to accuse me, Congressman, of taking 
figures out of context. 

Mr. Burretr. No. 

Mr. Carey. I am sorry then. 

Mr. Burrerr. I am saying you are taking a special period, that is 
unusual, just as you said a while ago—— 

Mr. Carey. It is unusual because people are taking advantage of 
the national emergency. 
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Mr. Burrerr. And using that as the basis for a case which-probably 
would be pretty good if you took annual figures, which we are ac- 
customed to dealing with. 

Mr. McDonovucu. Would this help the situation a little bit? 

Mr. Carey, in your profits sheet, here, how many of the industry 
that you have listed here, showing profits, were beneficiaries of the 
amortization program of the United States? How many of them were 
beneficiaries of that program ? 

Mr. Carey. Well, the large ones would be steel—which ranks only 
tenth on this list. 

Mr. McDonoven. All right. If that is the case, then included 
among this list are some who benefited by the amortization program, 
and the rapid depreciation program of the Federal Government, is 
that right? 

Mr. Carry. Pardon? 

Mr. McDonoveu. In this list, there are some that benefited from 
that and some that didn’t. 

Mr. Carey. That iscorrect. I would say that practically all of these 
benefited by it, directly or indirectly. 

Mr. McDonovcu. Well, now, the fact that they benefited directly 
or indirectly, is not shown. You don’t show to what percentage one 
industry benefited as compared to another. So if you lump the two 
together, you get an unfair result. In other words, to get a fair result, 
vou should take these industries in their various categories, consider 
the profits, after taxes, on an operating basis, without the aid of the 
Federal Government’s amortization program. 

Then, if you want to take those who did benefit from the amortiza- 
tion program and put them in another group, then we have a figure 
we can talk about. 

Mr. Carey. As I understand it, Congressman, you have to give out 
these certificates of necessity. Now these have largely been given 
out 

Mr. McDonoven. You don’t have to give them out. Don’t assume 
anything I have said. I am only setting up a basis on which we can 
talk fairly to each other. 

Mr. Carry. Now, I am trying to talk fairly, Congressman. I can’t 
give Congressman Buffett a year’s figure, because there hasn’t been a 
year since Korea. I gave him the latest available figures. 

Mr. McDonoven. All right. 

Mr. Carry. Now, since December, there have been billions of dol- 
lars’ worth of these amortization certificates granted. 

Mr. McDonoveu. Right, to certain industries. 

Mr. Carry. For a very short time, Congressman. It has only been 
since September, primarily since December, that these things are 
coming out. 

The beneficiaries are largely these industries I refer to here, as the 
most profitable industries in the history of our country and in the 
history of the world. Iam speaking particularly about the electrical- 
manufacturing industry, because that happens to be No. 1 in profit- 
ability, not only before, but after, taxes. 

Mr. McDonoven. All right, but you have included in this list stone 
and glass. How did they benefit in the amortization program ? 

Mr. Carry. I am not suggesting that the amortization proposition 
is the cause of all our evils. I am talking about that as an enabling 
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method, to cause them to grab a whole lot more at the expense of the 
public. 

Mr. McDonoveu. I get your point. 

Mr. Carry. And I say to you, quite frankly, Congressman, if the 
Nation’s choice is to go without the additional steel, to go without the 
additional things we need in defense, I suppose the price we have to 
pay is necessary. I am just suggesting that if we look at the profits, 
we don’t see any great need for this amortization program, because it 
is more than a financial question. It makes them feel that this is the 
time to grab. And then they go ahead and grab. And that is a bad 
climate for our Nation to be involved in. 

Mr. McDonoven. Well, now, let’s presume that there isn’t any pro- 
gram for rapid depreciation, that the Government isn’t offering any- 
thing. 

Now, do you think that the electrical industry, as a group, could 
produce the goods for defense without any amortization certificates 
and without any rapid depreciation, without any aid from the Federal 
Government at all ? 

Mr. Carey. $4,000,000,000 of electronic goods? There will be need 
of expansion. 

Mr. McDonoven. All right. Do you think they can do that out 
of their reserves without any aid from the Federal Government at all ? 

Mr. Carey. Yes, sir. 

Mr. McDonovueu. In other words, you believe they could. And 
the Federal Government doesn’t ? 

Mr. Carry. I think if we have 

Mr. McDonoven. According to the administration, they have out- 
lined this program, saying to the electrical industry, “If you don’t 
want to put your reserves in this additional plant, we want these 
products, we will give you a depreciation over a period of 5 years 
instead of 20.” 

Mr. Carry. Yes, sir; they make money at it. 

Mr. McDonoven. Who does? 

Mr. Carry. Well, the corporations do. They make money out of 
this arrangement which the Government so liberally provides them 
with. 

Mr. McDonovucnu. And at the same time we are building up a de- 
fense for the Nation, in order to protect everybody, including labor 
and all the rest. 

Mr. Carry. That is correct, but I would suggest, sir, that the people 
who operate these large corporations might do it out of some other 
motive than merely that of making a profit. 

And I might say this: That that in itself ought to be sufficient, 
in view of their profit opportunities, without being granted the re- 
quirement of our Government that the taxpayers pay 80 percent of 
these plants and facilities. 

And I would say to you, Congressman, our prime interest is this: 
We think the corporations can do it, and we think American industry 
is profitable, even without these amortization privileges, and we think 
with a little more confidence on their part in the future of our Na- 
tion that we can gain greater support from the rest of the people. 

And I might point this out: A lot of people feel that they are being 
required to pay Increased income taxes, even though they get less than 
$5,000 a year, in order to pay the tax bill that otherwise would be 
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paid for by these corporations; in other words, these people feel they 
are paying higher taxes in order to permit these large corporations 
to expand their plants and facilities at the expense of the general 
public. 

Mr. Burretr. Mr. Carey, what is the largest unit in your electrical- 
machinery industry ¢ 

Mr. Carey. General Electric Co. 

Mr. Burrerr. How were their profits in the first quarter of 1951? 

Mr. Carey. They are amazing. They are exorbitant. They largely 
contribute to these figures, because General Electric is such a large 
part of the electric-manufacturing industry. 

Mr. Burrerr. Are they as high as they were in the same quarter 
in 1950? 

Mr. Carry. Oh, yes, sir: in fact, they went so far at a meeting of 
their stockholders on April 17, to provide an extra-compensation plan 
for their present and former officials. 

Mr. Burrerr. Their net profit was higher in the first quarter of 
1951 than it was in the first quarter of 1950? 

Mr. Carry. Well, not—wait a minute. 

Mr. Burrerr. Well, that is what you said. 

Mr. Carry. They only made 39 percent of the investment made 
by the stockholders; 39 percent. It is quite possible—I am not sure 
now—that the first quarter of 1950 was even higher than 39 percent. 

Mr. Burrerr. Those figures are out, aren’t they ? 

The Cuairman. Where did you obtain those figures ? 

Mr. Carry. The figures on General Electric, from the stockholders’ 
report, made to this meeting of April 17. 

Mr. Burrerr. They were made for the first quarter / 

Mr. Carry. They take them each quarter, sir. 

The Cuatrrman. The report of the corporation ? 

Mr. Carry. Yes, sir, of the General Electric Corp. 

But these figures that I gave as to all manufacturing companies—— 

Mr. Parman. He means the profit figures which you inserted in 
the record. 

The CHarrMan. Yes, sir. 

Mr. Carry. The Securities and Exchange Commission’s most re- 
cent figures on their profits. 

The Cuatrman. What can it avail us to go into extensive cross 
examination on that subject? He said where the figures came from. 

Mr. Burrerr. Mr. Chairman, a great part of this case is built around 
what is represented to be corporate profits, on an annual basis. 

If that is correct, that is one thing. If there are errors in the way 
that picture is built up, that is something else again. 

If the figures are right, let’s establish them as right. If there are 
weak spots in them, they need to be proven. 

Mr. Parman. That is not the way I understand it, Mr. Chairman. 
He said equality of sacrifice is what we want, and he said at least his 
organization is not getting equality of sacrifice, because during this 
Korean War, specifically, the first 3 months of this year, these profits 
were so lush, as proven by the information given by the SEC. 

Mr. Burrerr. He is not talking about the first quarter of this year. 
He said he didn’t have those figures. 
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Mr. Carry. Just a minute. I didn’t say that, Congressman. I 
used the last quarter of 1950 to show the trend, and we do have the 
figures—— 

Mr. Burrerr. For the first quarter of 1951. 

Mr. Carey. We can supply the figures to the committee for any 
year that you suggest, and I suggested 1949 and 1950, and so far in 
1951. 

Mr. Burrerr. Do you have the figures for the first quarter of 1951 / 

Mr. Carry. No, not from the Securities and Exchange Commission. 

Mr. Burrerr. That is what I understood you to say. 

Mr. Carry. No, but they will be out, because they come out each 
quarter. 

Mr. Parman. Why is it important to furnish the figures for any 
quarter, any month, or any day, where the profits are that high / 

Mr. Burrerr. Profit figures based on a short period can be ex- 
tremely misleading, and it is my contention that profits based a 
special quarter, plus a method of computing profits that is based 
upon unrealistic depreciation charges, is not a true measure of profit. 

Now I come to my next point. 

Mr. Parman. I am only weighing it from the point of view of the 
statement that he made, about equality of sacrifice only. 

Mr. Burrerr. If you had been here when I questioned Charles Wil- 
son, you would have seen that factor brought out. 

The Cuairman. Well, the gentleman will proceed. Let’s get 
through with this interrogation. 

Mr. Burrerr. Yes, sir. 

Mr. Carey, these profits came from two sources, don’t they, public 
and private / 

Mr. Carry. Yes, sir. 

Mr. Burrerrvr. Is there a lack of competition for private business in 
the industry ¢ 

Mr. Carey. The competitive system in the electrical manufacturing 
industry ¢ 

Mr. Burrerr. Yes, sir. 

Mr. Carey. They have a program called Administered prices, in 
which the employers know each other extremely well, and they so 
arrange the prices. They are widely advertised. They have programs 
of licensing manufacturers—for instance, in these lamps. 

If you think there is any competition in the price of these lamps, 
it is just a lot of nonsense. 

Mr. Burrerr. Then you are saying that that is a monopoly ¢ 

Mr. Carry. Pardon? 

Well, I am saying that there are administered pricing systems in 
our industry; yes sir. 

Mr. Burrerr. If it is not genuine free competition, there ts a situa- 
tion of monopoly, isn’t there ¢ 

Mr. Carey. I think so. 

Mr. Burrerr. Shouldn’t you folks go to the Antitrust Division of 
the Attorney General's office with that problem ? 

Mr. Carry. That is what we have been doing, sir. 

Mr. Burrerr. Have you not been getting any 

Mr. Carry. No, sir; under all of the years of the operation of these 
laws, not a single solitary businessman ever spent a single solitary 
hour in a jail of the country. 
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Mr. Burrerr. And you have elected these officials who have done 
that job for you? ; 

Mr. Carey. Well, after some 58 years of operation of the antt- 
trust laws there might have been a case here and there where there 
was a violation. 

Mr. Burrerr. The practical aspect of it is that this administration 
your administration. 

Mr. Carry. No, sir; it isn’t. 

Just a minute. 

The General Electric Corp. that you referred to, and your friend 
Charles Wilson, has been under indictment for some time, sir, but 
it is not our administration. 

Mr. Burrerr. Just a minute. Let me get 

Mr. Carey. It is not our administration. Iam critical of the way 
the law is being administered in this period; as to the Federal Reserve 
Board, I exercise my powers of criticism. Don’t suggest that it is 
our administration. 

Mr. Burrerr. Didn’t your organization support the administra- 
tion in 1940, 1944, and 1948, and in 1950? 

That is a simple question. Either they did or they didn’t. 

Mr. Carey. There is no question about it but that doesn’t make us 
responsible for some of the things that have been happening, sir. 

Mr. Burrerr. It doesn’t? 

Mr. Carry. No. It is just that we thought the Democratic Party 
would do a better job than the Republican Party but that in no way 
raises any tribute to the Democratic Party for the way they have 
administered this law. 

Mr. Burrerr. Do you mean that time after time you supported 
them in spite of the fact that in the previous period they didn’t do 
this job that you have been trying to see that they got done? 

Mr. Carry. Well, sir, we just thought they would do a better job 
than those who are not even trying to do the job. 

Mr. Burrerr. You have not answered my question. 

If you will look at the record, Mr. Carey, you will find that we 
have not had a chance to do that job since 1932. 

Mr. Carry. Well, quite frankly, I address my remarks to a com- 
mittee that is, I understand, composed of Democrats and Republicans. 

Mr. Burrerr. Well, Mr. Carey, I am still trying to find out about 
these profits. 

Mr. Carey. I am quoting now from the New York Times—the 
financial page—in which they say: 


re 
2 





1950, a banner year in heavy industry. 1951 may also set peacetime pro- 

duction record, but with income cut by tax rise— 
Then it goes on to give the figures about the electrical supplies and 
equipment, in which they show that the percentage gain, for the year, 
was 35 percent, in home appliances and machines, the percentage gain 
for the year, 77 percent. 

That is 1950, the whole year, over 1949. 

And I want to say that if you study these figures, you will find 
that the last quarter, the figures I referred to, because they were the 
ones that were most recently issued, would not be out of line with 
the figures for the industry. 
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The figures for the last quarter of 1950 are awfully large, but that 
is only because the year itself was large, and the trend is to larger and 
larger profits. 

Mr. Burrerr. You wouldn’t have me believe that you think the sale 
of electrical appliances is proceeding now like it was in the last 
quarter of 1950, would you? 

Mr. Carey. No, sir, | contended in my statement, that they priced 
some of these products so far out of reach that it is creating chaos in 
the industry; for instance, you used the example of television. 

Mr. Burrerr. It seems to me that if you have a condition where 
competition, genuine competition, is not operating in a business, so 
far as private sales are concerned, that that ought to be corrected with 
our antitrust law or a new antitrust law. 

Mr. Carey. Or amendments in the Defense Act that we are now 
considering. 

Mr. Burrerr. You are going to have this catch everything ? 

Mr. Carry. No, sir; we are not suggesting that it catch everything. 
We are talking about it being a Defense Act, and it certainly ought 
to catch the racketeers. 

We say to you, sir, that we make suggestions here, not to rely on 
the Antitrust Act, but to do it right in the National Defense Act; 
that in 1951, while we are here, we ought to do something about these 
problems that confront the people; that is all we are suggesting. We 
don’t have too much faith in the Department of Justice’s adminis- 
tration of the Antitrust Act, covering these things, and don’t suggest 
to me—— 

Mr. Burrerr. But you don’t want to make a change? 

Mr. Carry. We don’t want to make it worse. It is bad enough the 
way it is. 

That is all I am suggesting. 

Mr. Burrerr. Now, Mr. Carey, on public business, the profits there 
are governed by the Renegotiation Act, aren’t they ? 

Mr. Carey. This is where we came in before, isn’t it? 

Mr. Burrerr. No. 

Mr. Carey. That is what they told us the last time, Mr. Congress- 
man. 

Mr. Burrerr. Is the Renegotiation Act as it is now on the books, 
unsatisfactory ¢ 

Mr. Carey. Well, we are not going to rely on it. 

Mr. Burrerr. I see. 

Mr. Carry. You see, because the large part of this mobilization 
effort is engaged in by people who are brought in from American 
industry, so a fellow from the Bethlehem Steel Corp. is now made 
an honorary admiral, and he negotiates with a former associate that 
works in the same office. 

Mr. Burrert. But you favor legislation, then, preventing these peo- 
ple now in Government service from going out and representing them ? 

Mr. Carry. No, sir. 

Mr. Burret. I thought you were complaining about it. 

Mr. Carey. I am saying, sir, we are not going to rely on it. That is 
all I said, that we are not going to rely on it, because these people 
have found, through experience 

Mr. Burrerr. What is the cure for that situation? 

Mr. Carey. Well, a little better moral climate. 
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We might have to have some people, who have the know-hew, and 
the courage, to provide checks on their operation. <A little bit of God’s 
sunlight wouldn’t hurt, Mr. Congressinan. 

Mr. Burrerr. Mr. Carey, I think you will get more help from the 
Republican Party in providing that better moral climate than from 
the Democratic Party. 

Mr. Carry. If the time ever comes, you will find me supporting the 
Republican Party. If the time ever comes. But they have had op- 
portunity after opportunity to deal effectively with these questions, 
and I am saying to you, Mr. Congressman, I am not a Democrat, and 
I am not a Republican. I would just like to see some of these things. 

Mr. Burrerr. In 19 years we have not had any opportunity. 

Mr. Nicrrotson. Mr. Chairman, I have a letter here from the Na- 
tional Institute of Wool Growers, in Boston. 

While it is not the district that I represent, I would like to call to 
your attention, Mr. Chairman, that the wool merchants in Boston 
are probably the smartest ones there are in the world. They can reach 
in and grab a little handful of wool and tell you how much the bag 
is worth, and they are going to appear, if you say so, Mr. Chairman, 
sometime this week. 

The CuatrMan. Let the letter be inserted in the record in the proper 
place, where the wool producers’ testimony is considered. 

Mr. Nicnotson. Are you going to hear these wool merchants, Mr. 
Chairman ? 

The Cuarrman. Yes, sir; we will hear them. 

If we can expedite the hearing a little more, we will hear them, but if 
we go along as we seem to be, I don’t know whether we will be able 
to hear very many more. 

Are there any further questions? 

Mr. McDonovcu. Mr. Chairman, just one question. 

The CuamrmMan. Mr. McDonough. 

Mr. McDonoven. Mr. Carey, as I gather from what you say, you are 
not very well satisfied with the administration of the mobilization 
effort as it is now constituted. 

Mr. Carry. That is correct. 

Mr. Nicnoison. Mr. Chairman 

Mr. McDonoven. Just a minute, please. I am not through talking 
to Mr. Carey, yet. 

If you are not now satisfied, and if this bill is passed, and amended, 
what assurance do you have that it is going to be administered any 
better afterward ? 

Mr. Carry. Well, I would think that some of the corrective meas- 
ures dealt with, would assure certainly no worse administration, and 
I think would tend to improve it. 

I think that Congress has the opportunity of bringing about an im- 
provement of the moral climate. 

Mr. McDonoven. You mean we can put words in the law, but if it 
is not administered by any better group than are now handling it, 
from Mr. Wilson down, and if that group is still in power, how are 
we going to do it? 

The Cratrman. That seems to be a political argument. 

Mr. McDonoven. What do you mean? It is a practical question. 
The Administration is in existence and this man says he doesn’t like 
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the way it operates. I don’t see how it is going to be any better if 
we amend the law. 

Mr. Carry. Let me put it this way, Mr. Congressman. I think if 
you havea better law you can doa better job and I think you can get 
men to do the job, and I am talking now in terms of the mobilization 
effort, which by and large has not been politically charged—has not 
been made up politic ally. In other words, I wouldn’t say that Mr. 
Wilson was a Democrat or a Republican. 

Mr. Parman. He is a Republican. Everybody knows that. 

Mr. McDonover. That doesn’t make any difference. 

It is how the law was administered up to now. 

Mr. Carey. Well, I would say there are certain things that Con- 
gress can do. It would be fine, after they do those things, to point 
the finger to others to require them to meet their responsibilities, after 
Congress meets the responsibility, primarily, in writing the kind of 
workable legislation that can deal with these defense problems. 

Mr. Nicnoison. Mr. Chairman, I just want to ask one question. 

The Cuatrman. Mr. Nicholson. 

Mr. Nicuoison. You said you didn’t belong to the Republican or 
Democratic Party. What party do you belong to? 

Mr. Carey. I just happened to vote for President Roosevelt every 
time he was elected, as President of the United States, and I then 
voted for President Truman, so I have a 100-percent record in the field 
of selecting Presidents. 

My record in other fields, that is, as far as Congressmen, and so 
forth, are concerned, is not nearly as perfect, but I would rather vote 
on the basis of not so much attachment to a party but rather to a man 
and the issues, but just so you will not be concerned about it, I am 
violently anti-Communist, and have no political attachments whatso- 
ever in that regard. 

Mr. Nicnorson. I am not bringing that up. I was wondering, you 
know. 

Mr. Carrey. Well, I just happened to vote New Deal, each time, but 
all my views on politics are a matter of public information. 

Mr. McDonoven. And you are not too happy about it. 

+ - . s . . 

Mr. Carry. No; but I am not going to oversimplify it and say that 
all Democrats are bad and all Republicans are good. 

The Cuarman. Mr. McKinnon. 

Mr. McKinnon. Mr. Carey, I think we should make clear in the 
discussion of these problems that the 1 very basic foundation for de- 
preciation is the replacement of money in the business and not replace- 
ment cost to the business. That makes the picture you have pre- 
sented to us focus true and reflects what is going on in this country. 

There is no way of telling what your replacement cost is 10 or 
20 years from now. So the only way a business can do is to depreciate 
what it originally cost. The figures you show here are accurate—that 
is, I mean they are pertinent to the question. I would like to point 
out, too, that Mr. Johnston brought in a series of charts which show 
corporate profits before and after taxes. They included the first 
quarter of 1951 which is almost 20 percent larger than the correspond- 
ing profit picture of the first quarter of 1950, after taxes, so that the 
trend is still going on, only more and more so, toward abnormal 
profits. Basically the whole picture is contained in your statement 
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on page 2 where you point out that between the first quarter of 1950 
and the same period of 1951, the wage of workers in manufacturing 
increased by 14 cents an hour or 9.8 percent» whereas during the like 
period the gross profit made on labor in these manufacturing busi- 
nesses increased by 25 cents an hour, or a 38-percent increase. 

That means danger in the long run -because you are concentrating 
wealth in a few hands, and eventually building up for a depression 
and economic dictatorship, that will eventually end our political 
democracy. 

Mr. Burrerr. Mr. McKinnon, may I ask you a question ? 

Do you believe the American enterprise system will maintain itself 
and progress, under a system whereby, if a building and plant cost 
a company $10,000,000 in 1940, and they are allowed to depreciate 
it off by 1960, and then in 1960 that $10,000,000 would only by two- 
fifths or a half of a new plant: that the capitalistic system and the 
raising of new capital would not be affected by that situation ? 

Mr. McKinnon. I think a lot of American industry has been built 
through the bond and security markets which have raised capital 
just that way. 

Throughout the history of our country we have depreciated what 
it actually cost to set up the business but later on it has been shown that 
we have had to go and raise new capital continuously because the 
amount depreciated was not sufficient to replace the plant. 

Mr. Bortuine. Mr. Chairman, I have a question. 

The Cuarrman. Mr. Bolling. 

Mr. Bourne. Mr. Carey, I gather from the fact that you are here 
that you do not feel the Defense Production Act of 1950 is good 
enough. 

Mr. Carey. Yes, sir. 

Mr. Bottrne. And you recognize that that was a law passed by 
the Congress. 

Mr. Carry. Yes, sir. 

Mr. Botting. Therefore in essence you are saying that the law 
we have on the statute books is not good enough, cannot do the job, 
and we must have these amendments which you have recommended ? 

Mr. Carry. Yes, sir. 

Mr. Bourne. Isn’t that essentially the whole purpose of your 
testimony ? 

Mr. Carry. In the light of the experience we have had with the 
National Production Act of 1950, certain amendments are in order 
that would be helpful in bringing about a better administration of a 
better Jaw. 

Mr. Bouuaine. That is all. 

i CuarrMan. If there are no further questions, you may stand 
aside. 

Mr. Carey. Thank you very much, Mr. Chairman and members. 

The Cuarrman. Mr. Carey, I think we all agree there ought to be 
equality in sacrifice, equal justice under the law demands it. 

Mr. Carry. Thank you, sir. 

May I suggest, Mr. Chairman, that Mr. Thomas is here. Mr. Hay- 
wood will not be here. Mr. Thomas is a high official of the CIO, and 
he would like to speak specifically on rent control. 
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(The following information was submitted by Mr. Carey, for in- 


clusion in the record of the hearings :) 


CONGRESS OF INDUSTRIAL ORGANIZATIONS, 
Washington, D. C., May 24, 1951. 


Hon. Brent SPENCE, 
Chairman, House Banking and Currency Committee, 
House of Representatives, Washington, D. C. 


Dear Mr. SPENCE: In the course of the discussion which followed the presenta- 
tion of my statement on behalf of the Congress of Industrial Organizations to 
your committee on May 21, urging the extension and amendment of the Defense 
Production Act, a number of questions were raised by one or two members of the 


committee with regard to the profit data appended to my statement. 


While these profit figures were characterized by some members of the com- 
mittee as indefensible and immoral during a period of national emergency, cer- 
tain members on the minority side raised questions which were apparently de- 


signed to invalidate the figures, or to suggest their irrelevance. 


First, the 


accuracy of the figures was questioned. Second, it was suggested that the time 
perioe involved—the fourth quarter of 1950—was highly selective and out of 
context. Third, it was questioned whether such profit figures were very mean- 


ingful, in view of the high level of reproduction costs prevalent today. 


Finally, 


it was suggested that the figures might be somewhat influenced by the certificates 
of necessity for accelerated amortization which the Government has issued, 
and to that extent, less significant than they would otherwise be. I should like 
to submit, for the record, further information in reply to these questions. 

(1) The figures submitted in my statement, bearing on the annual rate of profit 
as a rate of return on stockholders’ equity during the fourth quarter of 1950 
for manufacturing industries, are not CIO figures. They are official figures of 
the United States Government, taken from the April 27, 1951, joint report of the 
Federal Trade Commission and the Securities and Exchange Commission, 
Quarterly Industrial Financial Report Series, for all United States Manufactur- 
ing Corporations, Fourth Quarter 1950, page 15. The only changé we made in 
the FTC-SEC figures for the fourth quarter was to convert them from a quarterly 
to an annual rate of return. There can be, therefore, absolutely no question 
about the validity of these figures, which were prepared by the United States 
agencies concerned from reports submitted to them by the corporations them- 


selves, 


(2) In reply to the suggestion that the fourth quarter of 1950 figures were 
highly selective and not meaningful, I want to reaffirm that our entire point has 
to do with how corporate enterprise has been profiting on the national emergency, 
when it too should be making sacrifices. That’s why we used the latest figures 
available on profit ratios. However, to show how these figures relate to those of 
previous periods, I am submitting, in tables I-a, I-b, II, and III attached, official 


United States Government figures which show that relationship. 


Tables I-a, and I-b present the annual rate of profits for all major manufac- 
turing corporations by industry, before and after Federal taxes, for 1948, 1949, 
1950, and 1950 by quarters. They show that all private manufacturing corpora- 
tions earned the following annual rates of profits on their stockholders’ equity, 


before and after Federal taxes, in the years 1948-50: 
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taxes , 
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Profit ratios in 1950 were not far out of line with those enjoyed in 1948. They 
were far in excess of those earned in 1949. Far more significant, however, is 
the tremendous increase in profit ratios, both before and after taxes, from the 
first and second quarter of 1950 (before Korea) to the third and fourth quarters 
of 1950 (after Korea). This extraordinary and immoral increase in corporate 
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profits during the period of national emergency, in spite of sharply increased 
corporate income and excess profit taxes, and in spite of the huge increases in 
net worth which resulted from profit accumulation during the preceding periods, 
is just what the CIO is objecting to as the grossest possible violation of the prin- 
ciple of equality of sacrifice. It should be noted that these figures are before 
and after Federal taxes only; not all taxes. They treat State, local, and foreign 
taxes as costs. Where the before taxes figures based on all taxes, the profit 
ratios shown would be much higher than those shown. 

In table II attached, I have submitted another SEC table (release No. 1006, 
April 27, 1951) which gives the absolute profits of these corporations in millions 
of dollars for the years 1949-50, both before and after taxes, and the percentage 
of change in each case. For all manufactoring corporations, profits before Fed- 
eral taxes increased 61 percent, from 1949 to 1950. Profits after Federal taxes 
increased 43 percent. It will be noted that average profits for selected indus- 
tries increased by as much as 100, 111, 121, and 141 percent before Federal taxes, 
and by as nruch as 74, 89, 94, 105, and 107 percent after Federal taxes. 

Lest it be argued that the profits of manufacturing corporations are not rep- 
resentative of corporations in other fields, or that the situation has changed radi- 
‘ally in the first quarter of 1950, I submit in table III attached, another set of 
official Government figures bearing on the dollar profits before and after taxes 
of all corporations for selected years since 1939, and including estimates for 
the first quarter of 1950. With respect to the past periods, these data show that 
the profit record for all corporations is very similar to that previously shown 
for manufacturing corporations only. They show also that for the first quarter 
of 1951, profits before taxes exceeded even the incredible level of the fourth 
quarter of 1950; after-taxes profits, while down somewhat from the immoral 
levels prevalent in the third and fourth quarters of 1950, were still far above the eS 
levels which prevailed in the pre-Korean first half of 1950, and far above the 3 
previous 1948 record. 

Specitically, profits before taxes were at an annual rate of $50 billion in the 4 
first quarter of 1951. This was 669 percent higher than 1939, 106 percent higher s 
than 1944, 47 percent higher than 1948, 81 percent higher than 1949, and 23 per- 4 
cent higher than 1950. Profits after taxes were at an annual rate of $24 billion 
in the first quarter of 1951. This was 380 percent higher than 1939, 122 percent 2 
over 1944, and 15 percent higher than 1948, 41 percent higher than in 1949, and § 
7 percent higher than in 1950. : 

The figures shown in table III are taken directly from Economic Indicators, 
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prepared by the Council of Economic Advisers, May 1951, page 23. ¢ 
(3) I wish data for all American business were readily available so that e 
I could cite them in refutation of the suggestion that current profit levels and 5 


ratios are justified because reproduction costs for plant and equipment are so 
much higher today. 

Of course, there is only one sound and practical way to figure the value of 
plant and equipment for depreciation purposes, and that is the method used by 
the Bureau of Internal Revenue, the actual investment in the facilities. I am 
convinced in any case that the figures, if they were available, would prove that 


the issue raised is largely a phony one. : 
For example, take the case of the General Electric Co. The total net plant y 


and equipment cost of GE to the end of 1950 was. $670 million. Of this, some 
$403.5 million had been depreciated, leaving a net book value of $276.5 million 
for the entire plant and equipment. But in the last 5 years only, from 1946 
to 1950, GE invested $411.9 million in new plant and equipment. In other words, 
total current net book value does not even reflect the reasonably depreciated cost 
of plant and equipment built in the last 5 years. For this company, therefore, it 
would be sheer nonsense to claim that current profits may be pooh-poohed because 
the permissible depreciation rate does not allow for the higher current reproduc- 
tion costs of plant and equipment. The net book value is well below the total 
of plant and equipment acquired at high postwar costs. The depreciation which 
is taking place now is on high-cost facilities only. 
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I strongly suspect that the situation which prevails at the General Electric Co. 
is generally true for big business in general throughout American industry, and 
thoroughly invalidates the so-called high reproduction cost argument. 

The details of General Electric’s plant and equipment situation are provided 
in table IV attached, and are lifted directly from the company’s own published 
reports for the years 1946 to 1950 inclusive. 

(4) Finally, it was suggested that the profit figures I submitted may have been 
influenced to some degree by the certificates of necessity for accelerated amor- 
tization granted by our Government, and that they may therefore be somewhat 
less significant. Upon consideration, it is extremely difficult to see how these 
certificates of necessity could have influenced to any real degree the fourth 
quarter of 1950 profit figures, Few of the certificates could have been translated 
into actual construction last fall. However, I want to point out that, to the 
extent that these certificates did influence the profit figures, they would result in 
an understatement, rather than an overstatement, of the figures, because they 
permit depreciation costs to be exaggerated, and profit margins reduced 
accordingly. 

I trust this supplementary statement will clarify for your committee some of 
the confusion which was unnecessarily created during the discussion on May 
21. I trust too, that you will see to it that this letter, and the tables accompany- 
ing it, are made part of the record. 

Permit me to thank you for the courtesies you extended to me. 

Sincerely yours, 
JAMES B. Carey, Secretary-Treasurer. 


Tasie I-A.—fFelation of profits before and after taxres to stockholders’ equity, 
priv vate manufacturing corporations, by industry group, 1948-50 


BEFORE FEDERAL TAXES 


| Percentage ratio of profits (annual rate) to stockholders’ 
| equity 


Industry group | Total 1950 


1948 | 1949 1950 First | Second) Third | Fourth 





quarter quarter quarter quarter 
All private manufacturing corporations.| 25. 6 18.5 27.8 19.6 24.8 31.2 35.6 
Food_. ‘anne cane 21.3 | 19.5 22. 1 15. 6 20.4 28.8 | 23. 6 
Tobacco manufactures... _....-.....----%----- 21.9) 20.2} 3 16.4 | 19.2 25. 2 24.4 
Textile mill products.............- ore } 30.9] 13.0] ae 4 1B84-- 37.2 26. 0 29. 6 
Apparel and finished textiles Se Hae Ere SS 8.0; 11.6] 10.4 26.4 | 23. 6 
Lumber and wood products. __--- Kio 30.4 |; 14.2 0.4 1A, 8 28. 4 38.0 34.4 
Furniture and fixtures.....--...-..-..- | 26.8] 14.6 3.9) 156] 23.6] 20.2 39. 2 
Paper and allied products Spear boas | Baz 17.3 | 3 | 20.8] 23.2 28.8 40.4 
Printing and publishing (except newspapers) 24.0 19.0 Lt) Mal 1.8 24.0 19. 2 
Chemicals and allied products__._.---- lege 25.0 21.2 | 32.5 i 25.2 28. 4 36.4 40.0 
Products of petroleum and coal... 26. 7 15. 2 9.2 | 12.8 16.8 20, 4 26.8 
Rubber products Z ie ROR At i 21.5; 13.6} .4}) 148 21.2 38. 0 47.6 
Leather and leather products. velba tiowié 17.8.1 Bast | 9.2; 10.8 12.8 25. 2 28. 0 
Stone, clay, and glass products -- 3 41.2 32.9 | 20.4 32.4 39. 2 39.6 
Primary nonferrous metal industries 22.3]; 13.0 25. 3 16.0 22.0; 26.8 36. 4 
Primary iron and steel industries ‘ 23. 8 17.0 28. 1 20, 0 26.8 29. 2 36.4 
Fabricated metal products. _.._.......-.---- Pe Fre 17.8 28. 8 18.4 24.8 34.0 38.0 
Machinery (except electric and transporta- | | | 
NER) 0. ae dogs +: 20.3 19.3 25.8 18.4 24.41 26.8 33. 6 
Electrical machinery.......----.---- : Jo 6 22. 2 41.0 29, 2 31.2 41.2 62. 4 
Transportation equipment __..-....-.--------| 14.2 12.5 18.9 12.0 17.6 19, 2 26.8 
Motor vehicles and parts_......4......--.---.| 34.7 37.6 52.9; 39.2 55.2 | 58.8 58.4 
Instruments, etc . ee spake ee 22. 6 20.0 30.8} 20.8 26. 0 33. 2 43. 2 
Miscellaneous manufacturing 20.7) 12.4 22.5} 10.0 14.8 29. 6 39.6 





Source: Securities and Exchange Commission and Federal Trade Commission. Through third quarter, 
1950, as quoted by the Council of Economie Advisers in their Annual Economic Review, January 1951, as 
oe A-34, p. 204; fourth quarter, 1950 from the SEC-FTC quarterly report; entire year 1950, computed 
rom above. 
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TABLE I-s.—Relation of profits before and after taxes to stockholders’ equity, 
private manufacturing corporations, by industry group, 1948-50 


AFTER FEDERAL TAXES 





| 
Percentage ratio of profits (annual rate) to stockholders’ 
| equity 


Pes Res f 


Industry group Total 1950 























| 
| EID TEER ne LD SN FES URT FERS DS RES nD 
| ees POF Third | Fourtl : 
| ‘ ir: econ rire ourth 
1948 1949 1950 ae 7A: este r quarter quarter : 
All private manufacturing corporations 6.3.1 337 15.4 2.07 156); 17.6] 16.4 : 
‘ |——--— | — ————| —-|—_—_——— 4 
Food ibe ER AS 12.4] 92) 124}. 16.4 11.6 a 
Tobacco maz ufactures cs * 33,7 12.6 11.5 10.0} 12.0} 3.2 | 10.8 : 
Textile mill products_..._.--- SNS Fe 7.6; 126] 108] 104] 144] 148 
Apparel and finished textiles__- 7 | 12.2 7.6 10.0 | 6.4 | 5.2 16.4 | 12.0 a 
Lumber and wood products... ....--- | 19.3 | 9.0 17.4 10.4] 18.0] 22.8] 18.4 s 
Furniture and fixtures .._.........-.- ae i 16.0 8.1 15.0 8.4 | 15.2; 16.0] 20.4 4 
Paper and allied products |; 16.4 10.7 16.1 12.8) 14.4] 16.4 | 20.8 
Printing and publishing (except newspapers) | 14.6 | 11.4] 11.6 12.8 | 9.6) 14.4| 9.6 2 
Chemicals and allied products ; 15.8 13.2 17.8 15.6 | 17.6] 20.8 | 7.2 
Products of petroleum and coal | 19.8 11.9 3.8 10.0} 13.2) 14.0 18.0 4 
Rubber products z ‘ Be: FT! 8.6/ 168 96! 13.6 22.4 | 21.6 
Leather and leather produc fies! ; 10.4] 6.2 10.9 6.4 | 7.2 14.8 15.2 
Stone, clay, and glass products. [1807 232). A286 12.4] 20.0] 22.6 16.0 ¢ 
Primary nouferrous metal industries ae. 8.C |} 15.1 10.4 14.8 16.0 | 19.2 2 
Primary iron and steel industries ; 14.7 9.9 14.2 1.6 16.0} 15.2] 14.0 3 
Fabricated metal products i: 38 | 10.4 15.9 11.2] 15.6 | 19. 2 | 17.6 q 
Machinery (except electrical and tr: ansport a | | | ; 
tion) ...... pidigeta arene |} 166; 116] 14.0 10.8 | 148] 14.8] 15.6 = 
Electrical machinery.....-.----------- ae, fame S's a Wy 17.24. 184:)° 2201 $6.3 = 
Transportation equipment... __- > | a3! 7.81 10 7.2} 104] 16.0] 12.4 = 
Motor vehicles and parts__...,.-..-.---- | 198) 21.9] 252) 228 |} 324] 28.8 | 16.8 4 
Instruments, etc ies i Oe ey eee ee | 16.0) 18.8) 19. 2 s 
Miscellaneous manufacturing. .-.-_- id | 12.2 | 7.1 12.2 | 5.2 | 8.4; 16.8 18.4 % 
| | | as 
Source: Securities and Exchange Commission and Federal Trade Commission. Through third quarter, . 
1950, as quoted by the Council of Economic Advisers ia their Ann'ial Eco1omie Review, January !951, as : 
table A-34, p. 204; fourth quarter, 1950 from the SEC-FTC quarterly report; entire year 1950, computed Rs 
from above. h 
TABLE II.—Profits of manufacturing corporations, by industry groups, 1949 and : 
1950 x 
= 
{Amounts in millions of dollars} Bs 
Profits before taxes Profits after taxes : 
Industry group | ‘ 
wae ey | Percent P Percent hi 
1949 | 1950 | change 1949 1950 | change 
| | = 
RES AST Fey caliet ss See NDS eee $1,600 | $1, 912 | +20 $965 | $1, 063 +10 : 
Tobacco. ____- Sk Ne aan 250 | 281 | 12 156 152 —3 : 
Textile mill products... ..-....--------- 596 | * 1,100 | +85 549 6.0 +75 q 
Apparel and finished textiles..........- 142 | 197 +39 8! 110 +36 id 
Lumber and wood. - --- et peemseg ees 228 | 505 +i21 146 299 +105 a 
Furniture and fixtures. _-........-.--.--- 97 | 187 +93 54 105 +04 = 
Paper and allied products-__...--....-.--- 547 | 982 +80 338 558 +65 : 
Printing and publishnmg Bee e aie 249 | 279 +12 1530 160 +7 i 
pO ES eae: RAP AS TREATY 7s 1,475 | 2, 496 +69 917 1, 364 +49 | 
SR SS ae Sees a Se 1, 832 | 2, 508 +37 1, 433 1, 808 +26 > 
DEE .cinckteces<inucea St tii a sane 181 437 +41 115 238 +107 & 
ee EE a ee SAE aE | OnE Oo ET ao 83 145 +75 47 82 +7 r 
Stone, clay, and glass. eetay Sy oa as 522 897 +72 322 48! +49 : 
Primary nonferrous metals... -.-------- 424 849 +100 264 500 +89 : 
Primary iron and steel_. --.._....--..-- ; 1, 115 1, 987 +78 653 1, 007 +54 : 
Fabricated metal VRS 607 1, 080 +78 356 594 +67 
Machinery (excluding electrical) - Ae ee 1, 305 1, 858 +42 785 1,014 +29 
Electrical machinery Me 629 1, 326 | +111 385 665 +74 a 
Transportation netacinenat (excluding | % 
etes) . <4... se spanianaabaee beeen 251 365 | +45 155 193 +25 a 
Motor vehicles and ps AR os ne 1, %8 3, 85 +61 1, 141 1, 515 +33 4 
es EE AE te Pee i 206 | 366 +73 125 198 +58 iy 
Miscellaneous peace mene Le 146 | 269 +84 84 145 +73 i 
All manufacturing. .........-..-..-. 14, 437 | 23, 21 8 +6! 9, 021. 12, 864 +43 


























Source: Securities and Exchange Commission, Release No. 1006, Apr. 27, 1951. 
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TABLE III 
[Billions of dollars} 
Corporate profits after taxes 

ain 4 Cormarete te ba i a 

Period profits be- tax lia- | | 
fore taxes bility Total Dividend | Undistr'b- 
| payments | uted } rofits 

aa SME since Neate _ SIRE GREE WROTE i = 
1939. - } 6.5 1,5 5.0 | 3.8 | 1.2 
1944 a ee ey eye Re ne 24.3 13. 5 | 10.8 | 4.7 6.1 
WAAR i Se cere SR Te, ee 23.5 9.6 | 13.9 | 5.8 | 8.1 
1947 She ogee ee 30. 5 11.9 | 18.5 6.6 | 12.0 
1948 ee ri Pe ee eS 33.9 13.0 | . 20.9 | 7.5 13.4 
1949 = te Pica os ra 27.6 10.6 | 17.0 | 7.8 9.2 
See Seer hegwn’ : | 40.5 | 18.1 | 22.4 | 9.4 13. 1 
! | i 
ANNUAL RATES, SEASONALLY ADJUSTED 

1949: | 
First quarter. .......-- 28.3 10.9 17. 4 | 7.9 | 9.5 
Second quarter... - .- ; 26. 4 | 10.0 | 16.4 7.7 8.7 
Third quarter i 28. 2 10.8 | 17.3 7.4 | 10.0 
Fourth quarter As 27.6 | 10. 6 | 16.9 8.2 | 7 

1950: i 
First quarter - ----.-- | 29. 2 13. 2 16.0 o7 3 7.9 
Second quarter ; 37.4 | 16.5 | 20.9 8.2 | 12. 7 
Third quarter 46.4 20.6 | 25.8 | 9.3 | 16.5 
Fourth querter. -_- ‘ 49.0 22.0 | 27.0 | 11.5 | 15.5 
1951: First quarter__....-.-.-- ee" | 50.0 | 26.0 24.0 | 8.8 | 15.2 

| 





Source: Council of Economic Advisers. Economic Indicators, May 1951, p. 23. 


TABLE 1V.—Analysis, plant, and equipment accounts, General Electric Co., 


1946-50 
[Millions of dollars] 


| 




















1946 =| 1947 | 1948 199 | 1950 

ES RR RRL Nae ae A a Oe Le —— | = eee 
1, Cost, beginning of year........-...---- 303. 6 | 424. 2 | 508. 2 | 595. 5 | 6399, 1 
2. Added Guring year.--.....-.........-- 86.9 | 102.0 163.9 | 60.9 | 589. 2 
2a. Adjustment. .....--- watch ep pity abs Oe, So es a ae rs Fa, Pepe perce eee eer eee Weed 1,1 
S$. Seek. «... Kdiie teas kasene 390. 5 526. 2 } 612.0 656. 4 | 698. 5 
4. Disposed of during year____.-..-_-.-_-_| 17.6 18.0 | 16. 5, | 17.3 | 18.5 
6. Dost; end of geet. &..-a.. 2.2. 372.9 508, 2 595.5 639.1 | 670.0 
6. Depre: ‘iation reserves, ‘beginning of | 

year 268. 3 300. 5 312, 2 336. 2 | 367. 7 
7. Added by charges ‘to income during | | 

year 19.7 28. 3 | 38.3 47.5 | 51.2 
8. Proceeds from sales, ete. during year. 1.5 1.5 2.2 1.3 | 2.5 
pe RE Der ERE PALS RRS, Nn, TES AN Ree P | 5 
9. Total, items 6,7 SS RG at ae Dupree = See 289.5 330, 2 352. 7 385. 0 422.0 
10. Cost of items disposed of during year - 17.6 18.0 16.5 17.3 | 18.5 
11. Item 9 less item 10_-......-..-----.---- 271.9 312, 2 336. 2 | 367.7 | 403. 5 
12. Net book value, end of year (item 5 | 

PEGS och oceicusnacstesaun 101.1 195. 9 259. 3 | 271.4 276.5 

! ! 

Total additions to plant and equipment, 1946-50_.._...-....-.-.---------------------------- $411.9 million 
SE ae I EE Os cidinin in cuhas nnns oeebueemine a aad daveneredoersegousecarnie 276.5 million 


Source: Fifty-fifth, Fifty-sixth, Fifty-seventh, Fifty-eighth, Fifty-ninth Annual Reports and Yearbooks 
General Electric Co. (1946 to 1950, inclusive.) 


The Cuarrman. Well, we will adjourn, to reconvene at 2 o’clock, 


and he can come back then. 
(Thereupon, at 12:30 p. m., a recess was taken until 2 p. m.) 


(The committee reconvened at 2 p. m., Hon. Brent Spence, chair- 


man, presiding.) 
AFTERNOON SESSION 


Members present: Messrs. i Prag Brown, Patman, Deane, Mc- 


Kinnon, Bolling, Wolcott, Gam 
Donough, Buffett, and Betts. 


83473—51—pt. 2——4 


le, Talle, Cole, Hull, Nicholson, Mc- 
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The Cuamman. The committee will be in order. 

Mr. Clerk, call the first witness. 

The Crier. The first witness is Mr. R. J. Thomas, of the CIO. 

The Cuatrman. Mr. Thomas, you make take the stand. 

Mr. Tuomas. Mr. Chairman, [ am R. J. Thomas, testifying for the 
CIO in place of Mr. Allen Haywood, who is vice president of the 
CIO, who found it impossible, for reasons beyond his control, to be 
present this afternoon. 


STATEMENT OF R. J. THOMAS, REPRESENTING THE CONGRESS OF 
INDUSTRIAL ORGANIZATIONS (CIO) 


Mr. Tuomas. Mr, Chairman and members of the committee, it is a 
great pleasure to have this opportunity to appear before you today 
and express the views of the Congress of Industrial Organizations on 
the important question of rent controls. 

All right-thinking Americans understand that the American econ- 
omy must remain strong and stable at any cost. Universal support 
has been expressed in favor of the wise use of indirect controls—taxes, 
credit restrictions, and appropriate fiscal policies in order to ward off 
the cancer of rising prices. 

Direct controls are also needed. But to attempt to establish Federal 
controls over wages, salaries, profits, and prices without first under- 
taking the reinstitution of an adequate Federal system of rent con- 
trols would be fatal. 

If we really mean to stabilize the American economy, we must 
stabilize the cost of housing, particularly the cost to those who are 
forced to rent. 

The necessity for rent controls should be clear to everyone who has 
studied the facts. Decent rental housing—particularly housing that 
middle- and low-income families can afford—remains one of the most 
tragically scarce commodities in the United States, even after the 
so-called record postwar housing boom. 

Here are the facts; they cannot be denied: 

(1) We do not today have adequate decent housing in this Nation 
to meet the needs of the American people. 

(2) Even if decent housing was generally abundant—and it is not— 
we do not have enough homes for rent in the defense centers of the 
Nation and in areas adjacent to military establishments, where we 
need them most. 

(3) As a consequence, thousands of servicemen and their families 
and defense workers and their families are already being victimized 
by the absence of adequate low-rent housing. The full impact of this 
tragedy upon the efficiency of our defense effort has not yet been felt. 

(4) Because of this housing famine, rents have been increased tre- 
mendously, particularly in decontrolled areas, and our servicemen’s 
and defense workers’ families have been the chief sufferers. 

The housing shortage is a national scandal. Let those who know 
best tell you about it in the words they used last February before the 
congressional committee that was investigating the defense housing 
crisis: 

Mayor Morrison, of Charleston, S. C. warned : 

War housing, as all other housing in the Charleston area, for all practical 
purposes, is full. 
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Mayor Lee, of Portland, Oreg. : 
Using 1945 costs, it would require $25,000,000 to bring housing to the 1945 level. 
Mayor Hoyer, of Minneapolis: 


Federal aid * * * necessitated by influx of defense workers and military 
personnel, Influx estimated, 10,000. Needed war housing: 3,000 families, 

Mayor Morrison, of New Orleans: 

Present housing needs, especially for families of low income—less than $3,000 
annually—are virtually on par with the stringency that existed during and im- 
mediately after World War II. 

Mayor Knox, of San Diego: 


Unbelievably impacted by present emergency housing situation here; worse 
than at any time in World War IT. 

These comments are representative of dozens from all over the 
nation. 

Detroit is typical of scores of American defense production centers. 
Look at these facts—all from official sources : 

Forty-seven thousand Detroit families are now living in housing 
that is officially labeled “substandard.” 

One out of every nine renters is being forced to pay 55 percent 
or more of his income to his landlord. 

The homes of hundreds of families are being demolished to make 
way for new highway construction and civic improvement; yet the 
housing vacancy “rate is practically zero. 

But thousands of additional new workers must be brought into the 
Detroit area if defense production schedules are to be met. Here is 
how the personnel directors of several large Detroit companies re- 
cently sized up their problems during a recent housing survey : 

Detroit Tank Arsenal: No rental units of any type available i in the 
vicinity of the plant. The situation is alarming in view of the fact 
that the arsenal must begin a program to recruit 4,000 workers. 

Great Lakes Steel Co.: An average of three resignations a week 
because of inability of employees to find family housing. 

Fisher Body: Of 1,400 workers hired from outside the State since 
April 1, 1950, at least 200 have resigned and returned home because of 
their inability to secure accommodations for their families. The re- 
mainder are said to be living in rooming houses or with friends or 
relatives. ° 

Mr. H. D. Newberry of.the Ford real estate department said that 
there are no rental units available for less than $100 a month near 
the plant. The average Ford employee cannot pay such rent. 

In Atlanta, Ga., another expanding defense production center, 
37,000 housing units out of a total of 95,000 are listed as substandard, 
and 15,000 of these are so dilapidated they “do not provide adequate 
shelter or protection against the elements.” 

Yet 1,300 of the families 3 in substandard dwellings and 300 of those 
in dilapidated housing units are paying over $50 monthly in rent, 
just to get a roof over their heads. 

As hundreds of thousands of additional workers are recruited to 
areas where defense production drives are under way or about to 
begin, they will find their hopes for decent family living frustrated. 
Thousands alre: idy are doubling up. Thousands are living under 
the most squalid conditions. Many thousands more will inevitably 
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quit and go home with a resulting loss in skills and training. New 
workers will take their places—to be trained and then to be frustrated 
all over again. 

But civilian workers are not the only ones suffering from housing 
shortages and rent gouging; the housing crisis is already a major 
scandal at military installations throughout the Nation. 

At Wainsville, Mo., near Fort Leonard Wood housing is so scarce 
that six servicemen’s families were squeezed into a six room cottage 
and are paying $100 a month for the privilege, according to recent 
report. They must use outside privies and showers, and no cooking 
facilities are provided. 

Rent gouging of Selfridge Air Force families near Mount Clemens, 
Mich., by landlords, resulted in rent raises of 30 to 60 percent, follow- 
ing the lifting of rent ceilings 2 months ago. 

Protesting the recent shut-down of the Lustron prefabricated hous- 
ing plant, on Government orders, Congressman Wayne Hays of Ohio 
reported recently on his own survey of critical military housing needs: 

At the Castle Air Force Base in California, for example, 1,215 fami- 
lies were without housing or living in substandard high-rent units. 

At the Scott Air Force Base in Illinois, there are living quarters for 
only 400 personnel, out of a total of 1,400. The remainder must find 
housing within a radius of 30 miles—at high rents. 

At Camp Pickett in Virginia, the Congressman personally found— 
many apartments which are substandard * * * renting at $100 to $125 a 
month to Army personnel. 

Yet the Lustron plant which, according to the Congressman, could 
turn out a minimum of 100 prefabricated homes over 24 hours, was 
closed. 

The defense emergency has heaped a new rental housing crisis on 
top of an already existing one. Almost all of the old unsolved prob- 
lems of slums, high rents, and the over-all shortage of decent, low- 
cost family housing—the backlog of the last war and the depression— 
are still with us. 

According to the 1950 Housing Census, we had about 39 million 
nonfarm dwellings in the United States in April 1950, but these 
included everything from skyscraper penthouses to trailers, temporary 
war-built units, summer cottages, conversions, tar-paper shacks and 
“aves, 

About 3 million of these were vacant. But less than 700,000—or 
1.7 percent of the total—were listed as available for year-around use 
or were available for rent or for sale—133,000 had no private toilets 
or bathing facilities. Nationally, the decent housing available for 
rent is tragically low. In most defense areas it is nil. 

There are about 35 million nonfarm dwellings in the United States. 
But 10 million of these were substandard. They either had no private 
toilet or bath, no running water or only cold running water, or the 
were listed as just plain dilapidated—they endangered the safety of 
the occupants. 

In addition, according to the 1950 housing census, 2 million occupied 
dwellings were overcrowded—an average of more than 1.5 persons per 
room; for example, more than six persons living in a four-room house 
or apartment. 
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More than two-thirds of these overcrowded families were renters. 

Furthermore, in the spring of 1948—the latest figures available— 
nearly 2.5 million married couples lacked separate homes of their own. 
They were doubled-up with others. 

And the renters fared worst of all. In proportion to other families, 
their housing was more often substandard and more often overcrowded. 
For those of us fortunate enough to live in comfortable homes, particu- 
larly if they are new homes, it is hard to understand the continuing 
plight of American families who must rent. After all, has America 
not just enjoyed its greatest housing boom and has not Congress given 
very great incentives to the construction of new apartments? 

Let’s look briefly at a few more facts: 

It is true that in the 5 years from 1946 to 1950 almost 4.9 million new 
nonfarm dwelling units were started—an all-time record. 

sut the boom has been punctured. Official plans called for only 
850,000 new housing units in 1951 and, as the defense mobilization 
effort steps up, the number will be even less in 1952 and 1953. Actu- 
ally, only 700,000 new homes are now expected to be started in 1951, 
according to the National Association of Home Builders, and most of 
these will go to well-off families who can afford to pay out the large 
down payments required by regulation X. 

It is not hard to find out why America is still starved for decent 
housing, both for rent and for sale. From 1926 to 1949—for 24 long 
years—we did not even equal in any year the 937,000 new housing starts 
of 1925, 

From 1922 to 1928 an average of 830,000 new homes were begun each 
year. 

But for 17 years—from 1929 to 1945—the depression and the war 
dropped new housing starts to less than 40 percent of the level of the 
twenties. In 1933 only 93,000 new units were built—it takes almost 
50,000 each year just to make up for losses due to demolition, fires, and 
floods. 

Yet, since 1925, the number of American families has gone up by 
over 40 percent, according to Government reports. 

If from 1929 to 1945 we had merely been able to build as many new 
homes each year as we averaged in the twenties, our housing supply 
would have been greater by over 8.5 million. 

But even more were necessary to keep up with the needs of our rising 
population, 

According to the Federal Housing and Home Finance Agency, in 
1949: 

The consensus of those who have studied the housing situation closely is that 
between 1,250,000 and 1,500,000 sound and acceptable dwellings need to be pro- 
vided by new construction, conversions, or rehabilitation each year for at least 
a decade to meet the current housing shortage and to begin making real progress 
in raising the housing standards of America. 

Unfortunately, even if we had no defense emergency, the American 
housing famine would still be with us. The millions of American 
families of middle and low income have not, in large measure, been the 
recipients of new housing, for sale or for rent, which has been con- 
structed since VJ-day. 

In 1949, the latest figures available from the Federal Reserve Board, 
73 percent of American spending units earned less than $4,000—54 per- 
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cent earned less than $3,000. Yet these are the millions of families 
that need new housing most. 

How many could find it at 2% times their yearly income—the top 
price usually permitted on new home mortgage financing? How 
much decent family housing has been put on sale in your home town 
for $7,500 or even $10,000 ? 

It is true that many families with the aid of VA and FHA loans 
did buy new homes even though they were often of poor quality and 
highly inflated in price. Still these were the minority of American 
families. 

The Congress of Industrial Organizations strongly believes in the 
extension of American home ownership. But unfortunately, millions 
of our families are called dangerous credit risks. They just can’t buy; 
they must rent. Some may not care to buy. Hundreds of thousands 
of others, like defense workers and service families who must move 
about, are necessarily renters. 

But the proportion of new housing built for the renters is con- 
stantly going down: 

Forty-one percent of the new, nonfarm dwellings built from 1922 to 
1928 were of a rental type; 22 percent from 1929 to 1945; and less than 
17 percent from 1946 to 1950. 

But even our postwar rental housing—heavily subsidized with Gov- 
ernment-insured mortgages and cost-plus allowances—has not served 
the middle and low-income families of this Nation. 

Many smart operators have become owners of title 608 apartments 
on which they have not invested 1 cent—Uncle Sam underwrote the 
whole deal—while they also made super profits on phony and pyra- 
mided mark-ups they paid themselves as the builders. 

But how many of these FHA apartments rent to under $70? Less 
than a third of those placed under construction in 1950. The ma- 
jority rent from $75 to $125. 

Uncle Sam has underwritten and guaranteed the loans on $2.5 bil- 
lion worth of new privately owned apartments. But the folks who 
need rental housing most are being frozen out. 

So the rental housing boom has been a mirage for most. Americans. 
Millions of families are still forced to pay exorbitant rents, often for 
substandard dwellings. 

Unfortunately, the United States Congress has made a bad situa- 
tion ever worse for the renters, most of whom have the lowest incomes 
and the worse housing of all. A recent study of the Bureau of Labor 
Statistics shows that rents jumped 13 percent in 34 large cities from 
June 1947 to January 1949, after the Eightieth Congress drastically 
weakened the Federal rent-control law. 

But in 1949, the situation was made sti:] worse—effective Federal 
control was ended. Thereafter, any State or locality could “decon- 
trol.” What happened ? 

From June 1949 to February 1951, rents rose almost 20 percent in 
decontrolled cities, the same BLS study reveals. 

As always, the poorest families suffered most. In Los Angeles, 2 
months after control ended, rents jumped an average of 23 percent for 
all renters. But the landlords shot up rents 40 percent on those who 
had been paying under $30 monthly. 

In Milwaukee, it was worse. 
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And in Birmingham, after 9 months of decontrol, 71 percent of all 
renters had to hand their landlords 35 percent more. But for fam- 
ilies that had paid under $30, 86 percent were given a boost, and the 
average raise was 50 percent. 

In dozens of our most important defense centers, over 10 percent 
of the renting families were paying more than 35 percent of their 
income to the landlord. This fact comes from the 1950 Housing 
Census. Since then rents have gone up still more. 

Worst of all, most of these families earned less than $2,500 in 1950. 
They overcharge for rent, often for substandard housing, almost in- 
evitably meant that children were deprived of necessary food and 
clothing. 

The extent of real rent rises throughout America is understated 
by the BLS index. Between 1940 and 1950, the Bureau’s revised rent 
index shows only about a 25-percent rise. But a rent rise of 55 
percent is shown by the 1950 Housing Census. 

Admittedly, there are differences in concept and coverage between 
the two sets of figures, but these are hardly sufficient to explain the 
tremendous gap between them. We believe that the understatement 
of the BLS Index is, in large measure, due to its failure to properly 
measure rent increases in decontrolled areas, its failure to reflect 
changes in the quality and quantity of services provided by landlords, 
the failure to take into account the collection of premiums which land- 
lords collect from new tenants, and the failure to give proper weight 
to the prices charged for new rental units. 

The Congress of Industrial Organizations in hearings before the 
Steed subcommittee of the House on May 17 has just presented a 
detailed analysis of the reasons why the BLS rent index, in no sense, 
properly measures the extent of rent rises. 

As our mobilization effort is stepped up, the plight of American 
families who rent their dwellings becomes greater. 

The manpower needs of defense production are constantly bringing 
more of our population to the already overcrowded defense centers of 
America. Because of the nature of defense employment, these work- 
ers must seek rental dwellings for themselves and their families. But 
because the demand is already so great in relationship to the limited 
supply, the up-bidding of rents will be a continuous process unless it 
is stopped. Both new arrivals and present renters are victimized by 
this kind of a situation. 

In the areas surrounding our military establishments and in defense 
centers, the situation is bad enough. But in remote areas, where new 
industrial activities are planned, as in South Carolina—or are now 
being set up, the situation is even worse. In these situations, without 
rent control, the sky is the limit from the viewpoint of the unscrupu- 
lous landlord. 

The United States Congress cannot allow the slogan “equality of 
sacrifice” to become a mockery. With other parts of our economy 
being subjected to stabilization rulés, are only the landlords and per- 
haps the cattle raisers to be allowed to bask in their “privileged sanctu- 
aries of unlimited profits” ? 

Certainly, the proposal of the administration to provide Federal 
power to reimpose rent controls on housihg and to institute them if 
necessary on commercial properties is completely justified. 
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Of course, control over the rents of commercial properties is nec- 
essary to stabilize the production costs of those who produce goods 
and services. This is particularly true in the case of the hundreds 
of thousands of small business enterprises that operate on rented 
properties. 

There must also be strong provisions for the protection of tenants 
from unjustified evictions and to provide adequate enforcement pow- 
ers for the Rent Administrator. 

But also the law must be flexible, as the present proposal surely 1s, 
so that the landlords themselves can appeal for relief from demon- 
strated hardships and inequities. 

Perhaps it will still be argued, as we have heard so long from 
the real-estate interests, that rent control is purely a local matter— 
let the issue be settled by the States and the localities. 

Surely it is clear by now that this is the “party line” of individuals 
and groups who want no rent control, or controls that are as ineffec- 
tive as possible. Surely our experience since 1949, when adequate 
Federal control over rent was relinquished, proves conclusively that, 
except in one State, local rent control did not do the job. 

We do not believe that the American people can be trifled with in 
this matter. If wages and salaries, profits and prices are necessarily 
controlled on the Federal level, can we tolerate rent controls on a 
local level when all our experience shows that it doesn’t work? 

On January 11, 1951, the United Labor Policy Committee, repre- 
senting 15,000,000 American workers and their families, spoke clearly 
and forcibly to the issue that is before this committee. It said: 

No wage stabilization program will be imposed or can succeed unless an over-all 
system of anti-inflation controls will be simuitaneously imposed on the basis 
of the principle of “equality of sacrifice.” 

These are no idle words. More than 10 months have passed since 
Korea was invaded. Yet we are still without an adequate system of 
Federal rent controls. This is grievously unjust to millions of our 
members who are renters and to millions of other American families 
who must rent. It is now time for action. 

The Congress of Industrial Organizations, therefore, urges serious 
and favorable consideration by this committee on the rent-stabiliza- 
tion amendment to the Defense Production Act which is now before it. 
The Cuairman. I judge from what you say that all of the labor 
‘ganizations are in favor of rent control ? 

Mr. Tuomas. I didn’t hear you, sir. 
The Cuamman. From what you say, I judge that all the labor 
organizations favor rent control ? 

Mr. Tuomas. We are speaking here today only for the Congress of 
Industrial Organizations, and we are presenting this testimony for 
the Congress of Industrial Organizations, although it is my under- 
standing that the American Federation of Labor also agrees with this 
program, and I think most of the other labor organizations do also, 
although I wouldn’t want to say tlat positively. 

The Cuatrman. The shortage of housing has been largely accen- 
tuated in certain areas by the shifting of population, and the in-migra- 
tion of workers in those areas; is that correct ? 

Mr. Tuomas. That is correct; due to the defense program, and also 
to the military forces moving people into various areas. 
The Cnairman. Where is the greatest housing shortage? 
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Mr. Tuomas. Well, around military installations and in some of 
our larger communities where large defense orders have been placed. 

The CuarrMan. Well, are not some of the cities, by reason of the 
defense effort, shortage areas? 

Mr. Tromas. That is partially true. There are other factors, as 
I mentioned in this brief in the case of Detroit. 

There are a great many cities that are tearing down a lot of hous- 
ing—that is, substandard housing—and making no reasonable attempt 
to replace them for families to move into. 

I am not defending the dilapidated housing, but actually, where 
people are moving out of some of that housing, there are no adequate 
measures taken to get new housing to replace it. 

The Cuamman. The housing shortage is not comparable in the 
various sections of the United States, is it? That is, where people 
have moved from some areas, and have gone into defense areas, isn’t 
there ample housing in those communities which they have left? 

Mr. Tuomas. In some of those communities; yes, sir. In a lot of 
them, no. Because, as I stated here, the construction of housing since 
the early 1920’s has not kept up with the increased growth of popula- 
tion in the United States. There have not been as many new starts 
since 1930 in any year as there were in some years previous to 1930, 
and this in view of the increased acceleration of population growth 
since that time. 

The Cuairman. Are there any questions? 

Mr. Gamste. I have a couple of questions, Mr. Chairman. 

The Cuarman. Mr. Gamble. 

Mr. Gampte. Mr. Thomas, on page 5 of your statement, you state, 
“From 1926 to 1949—for 24 long years—we did not even equal in any 
year the 937,000 new housing starts of 1925.” 

Do you mean through 1949, or up to 19494 Iam not trying to quib- 
ble. My understanding was that in 1949 we did produce in excess of 
the 937,000 starts. 

Mr. Tuomas. That is correct, I mean, up to the beginning of 1949. 
You are correct. 

Mr. Gamete. I just wanted to clarify that. I know that last year 
we had produced around 1,400,000. 

Then, on page 7 of your statement, you said, “The Eightieth Con- 
gress drastically weakened the Federal rent-control law.” And, “in 
1949 the situation was made even worse when effective Federal rent 
control was ended.” 

Well, that is the Eighty-first Congress, which you don’t mention. 
You just mention the poor old Eightieth. 

Mr. Tuomas. We are against both actions, that is, the CIO is. 

Mr. Gamptr. Yes, sir; but it was the Eighty-first Congress that you 
spoke of, in 1949. 

Mr. Tuomas. That is correct. 

Mr. Gameie. That is all; thank you, Mr. Thomas. 

The other question I had was this: On page 5, you speak of the 
number of homes on a descending scale, due to Regulation X, which is 
quite correct. 

I believe that has become so drastic that I have been told that the 
mortgage market, in a good many places, has more or less dried up, 
because they can’t operate under Regulation X, which ought to be 
lightened somewhat. 
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Have you anything to say along those lines / 

Mr. Tomas. W ell, we don’t think the mortgage market is drying 
up. We think it is a move toward trying to prevent further housing, 
and to get higher prices, higher interest rates on the mortgages. 

Mr. Gampre. I see. I read that and just wondered what your ex- 
perience was, if any. 

That is all, Mr. Chairman. 

The Cuairman. Are there further questions / 

Mr. Coie. I have a question, Mr. Chairman, 

The Cuatrman. Mr. Cole. 

Mr. Core. I am interested in your last statement, Mr. Thomas— 
what was it that you said with reference to the drying up of mortgage 
money ¢ 

Mr. THomas. I said that we don’t think there is any drying up of 
mortgage money. If they want to get it, it can be gotten. But it is 
being withheld from the market for higher interest ‘rates. 

Mr. Gamuie. Who is withholding it / 

Mr. Tuomas. Those who have it to lend—the bankers. 

Mr. Gambier. What about the Government ¢ 

Mr. Tuomas. The Government, as I understand, does not do the 
lending. The Government guarantees the loans. 

Mr. Gamer. Yes, sir; but the Government fixes the rate of interest. 

Mr. Tuomas. That is right. And this pressure is being put on Gov- 
ernment to try to get the interest rate up. 

Mr. Parman. Had you finished, Mr. Cole? 

Mr. Coir. No, just one or two more questions. 

Do you think that is bad, or good ? 

Mr. Tuomas. I think it is bad. 

Mr. Corr. It is your idea that interest rates should continue to go 
downward, instead of upward ? 

Mr. Tuomas. Well, at least, the higher interest rates go, the less 
favorable position these people I am talking about will be in to buy 
homes. Now, is that good or bad? I feel it is bad, because one of 
the best ways to defend democracy in America, is to have a lot of 
homes, and a lot of home owners. 

It seems to me that is a thing that will protect private enterprise 
more than anything else I know of. 

Mr. Corr. Do you think the rate of interest has had anything to do 
whatsoever with the building of houses or homes? 

Mr. Tomas. Do I think what? 

Mr. Corr. That the rate of interest has had anything to do with the 
rate of building of houses ? 

Mr. Tuomas. Certainly. 

Mr. Corre. You do? 

Mr. Tuomas. Yes, sir. 

Mr. Coir. On what do you base that opinion ? 

Mr. Tuomas. This is a thing that has to be very clear. To the 
average worker, or low-income group, the lower the interest rate is, 
the more opportunity they have of building or buying a house. I mean, 
the costs are lower. ‘There is no question about it. 

And I think in the past history of housing, toward the end of the 
depression, when one was able to borrow money at a lower interest 
rate, more people were able to save their homes and to start buying 
new homes, than at any time before that. 
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I mean in the early 1920's, as I said, it was easier to get cheaper 
money than previous thereto, and that was one of the reasons why 
there was a large amount of building at that particular time. 

Mr. Corr. I think you have put your finger exactly on the point 
Tam driving at. 

You said that cheaper money would permit them to buy more houses. 
You don’t mean, do you, that a laboring man can buy a house more 
readily in an inflationary period ? 

Mr. Tuomas. No, I would agree with that. But I was trying to 
simply say, that with interest rates lower, certainly the cost of housing 
is lower. 

{f you will pardon me, it is just as I tried to point out here: I 
think a substantial banking interest that wants to loan money, even 
on rental property, will pretty generally tell you that a person 
shouldn’t spend more than 214 times his yearly income. ‘There is 
just no possibility of that today at all. 

Mr. Corr. Do you see any reason, in the combating of inflation, to 
change the cost of money at all? The interest rate, in other words? 

Mr. Tuomas. I would say not; but I think we have got to hold our 
guard against permitting it to go higher. 

Mr. Cote. Well, as I understand it—and I am certainly not an 
economist—but as I understand it, the amount of money that is paid 
in interest has a direct bearing upon the inflationary impact in this 
country. 

Now, if that is true, then if money is cheap, it will not only be cheap 
to buy a house with, at that rate of interest, but the cost of a house 
will be considerably more. 

Mr. Tuomas. I think, under a competitive enterprise set-up, a set-up 
of private enterprise, these things would normally, you would think, 
take care of themselves. 

Now, there is no question, I don’t think, in anybody’s mind, as I 
have talked to a number of leaders in the insurance industry and in 
large banks today, that they have an excess of money to loan. Now, 
if there is such a thing as a law of supply and demand, you would 
think when there were such tremendous amounts of money to be 
gotten, that it would force down the interest rate rather than raise it. 

Mr. Corr. When there is a great supply of money, then money is 
cheap, and we have an inflationary situation. That is just as simple 
as A B C, is it not? 

Mr. Tomas. You and I may be thinking along different paths, 
but I can’t understand how a man and wife with a family, in this 
country, how, by buying a home and getting it in the cheapest way 
possible, I just can’t conceive how that would create inflation in the 
country. 

In other words, if you didn’t want inflation at all, to take the reverse 
point of view, it would seem to me you would say that the poor-income 
groups in this country should not have any housing. 

Mr. Corr. No; I will illustrate what I mean and then pass on, 
because we are thinking along different lines. 

I am saying to you that in my judgment, at least, your policy of 
cheap money would allow the laborer to buy a house, let us say, at 
214-percent interest today, and the house would cost him $12,000. 
But if the interest rate were permitted to rise a little bit, maybe 
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one-half of 1 percent, or 1 percent, he might, sir, be able to buy the 
same house for $10,000. 

Now, he would be getting a better deal, would he not? 

Mr. Tuomas. You see, you are giving an example here that at least 
to me seems fantastic, and if it isn’t fantastic, if you know where I 
can borrow 214-percent money, I have a mortgage I would like to 
liquidate. 

Mr. Corr. I agree with you. You can’t buy it at that. I am giving 
you an illustration which apparently you don’t agree with at all, but 
I am just throwing that out for you to think about. 

I think what the laborer is interested in and what I am interested 
in, and what you are interested in is this: That when I do a day’s 
work, that I will be able to obtain a certain amount of goods. That 
next year, when I do that same amount of work, under that same 
situation, I will still be able to obtain that same amount of goods. 

I don’t want the money to be paid to me today, to be more money, 
and then be able to obtain a lesser amount of goods than I got. And 
you don’t either. You are not interested in that either. 

Mr. Tomas. That is correct. But that is the position the average 
workingman is in today. 

Mr. Corr. I realize that. 

Mr. Tuomas. With the money he receives, he is able to buy less 
with it. I certainly agree on that. 

Mr. Coir. And that is why this committee, and why some of us on 
this committee, particularly are interested that the money which is 
paid to that laborer be sound money, and for which he knows that 
tomorrow he will be able to receive the same amount of goods. He is 
interested in the goods he receives, and in the fact that the money 
he puts away as savings next year, will bring in the same amount of 
goods. That is an important thing. 

Mr. Tuomas. Mr. Chairman, on this question here that the Con- 
gressman is talking about, I have one of my economists with me. I 
wonder if he would be permitted to say a few words on this question. 

The CuarrmMan. Surely. 

Mr. Fernpacn. My name is Frank Ferubach of the staff of the CIO. 

I think that the point that the Congressman raises looks at half of 
the picture, rather than all of it. 

What you have today, in effect, under Regulation X, is a situation 
in which you are rationing available houses to those who have enough 
money, who have highest incomes, and in some cases need practically 
no mortgage financing. 

It is true that high interest rates discourage the borrowing of 
money. But what you are doing, in effect, by increasing interest 
rates—and that seems to be the intent of the real estate industry at 
this time, and their associated bankers and insurance companies— 
what you are achieving through Regulation X is a drying up of avail- 
able low-cost mortgages to the middle- and low-income families of 
America who need low-cost financing the most. 

Mr. Corr. My dear sir, you are opposing President Truman on 
that, too. 

Mr. Fernpacn. May I continue. 

Mr. Corr. Yes, sir. 

Mr. Fernnacu. And you are making, at the same time, by having 
such basic down payments required, forcing families of low- and 
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middle-income who under the best circumstances have difficulty en- 
tering the building market, you are practically forcing them com- 
pletely out of it. ised ee 

Now, let’s not talk about what the situation might be. This is what 
the situation is, and we have protested it, and we feel that Regulation 
X is bad enough, and a conspiracy to increase interest rates makes it 
worse. 

Mr. Corr. Do you mean to say, sir, that the supply of money in this 
country has no impact whatsoever on inflation / 

Mr. Roomy I certainly said no such thing. 

Mr. Corr. No, I don’t think so. ; 

Mr. Fernsacu. Why do you ask me if I imply it if I never said it / 

Mr. Core. Because you imply that to me. 

Mr. Fernspacu. How did I imply it to you, sir? 

Mr. Core. Because you say, sir, that you are interested only in the 
amount of interest that this man pays. 

Mr. Frernpacu. I said nothing of the kind. 

Mr. Coxe. Sir? 

Mr. Frrneacu. We are interested, in this defense situation, where 
necessarily the amount of material and the amount of labor will be 
limited, and now is limited, to see that the people of America, who 
need housing most, in this defense emergency, get it. 

Mr. Core. Oh, I can waive that, too. 

Mr. Fernpacu. I am not waiving anything, sir. I am talking to 
the issue before this body, which is interest rates, and Regulation X. 

Mr. Core. All right. 

Mr. Fernpacu. And the tendencies in both directions give housing 
to people who have plenty of cash on the line, and rations from those 
who need it to those who have the bucks to pay for it. 

Mr. McDonover. Will the gentleman yield ? 

Mr. Corr. I yield. 

Mr. McDonovcu. You mean to say you don’t like Regulation X 
the way it is now administered ? 

Mr. Fernpacu. You are correct. 

Mr. McDonovuen. And you favored the Defense Production Act, 
which gave the authority to Regulation X ? 

Mr. Fernsacu. We favor power to the agencies of Government to 
regulate credit, as our testimony continues, and as it began this morn- 
ing, you will find that we feel that the United States Congress did not 
write an adequate safeguard for the people of America in the act, 
as they wrote it last August. 

Mr. McDonoven. Just a minute, the Defense Production Act that 
passed, which we are now operating under, gave selective power and 
broad authority to the President of the United States to apply these 
things. 

He selected, out of the whole gamut of authority that we gave him, 
the authority to the Federal Reserve Board to restrict the down pay- 
ment on real-estate purchases. 

That is the thing you are complaining about, and still you are here 
asking for the present bill to be amended and continued, and still you 
don’t like the way it is now. 

Mr. Fernpacu. My dear friend, sir 
Mr. McDonoveun. Isn’t that correct? 
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Mr. Ferneacu. I will attempt to make my position abundantly 
clear. 

Mr. McDonoven. Have I stated the premise correctly ? 

Mr. Ferneacu. I would prefer to restate the premise as we see it. 

We are before you to urge considerable amendment to the Defense 
Production Act. 

I don’t want to trespass on the testimony that is to come, and I 
won’t enter any further into this particular area, except to say that the 
testimony that Mr. Thomas has just read, reflects the position of the 
CIO, that the operation of Regulation X, as administered—although 
there must be power to control credit—and Congress was proper, in 
our judgment, in providing them, although very improper in its allow- 
ance or disallowance of authority in other directions, as will be later 
developed in testimony—nevertheless, the administration of Regula- 
tion X, by Democrats or Republicans—we know not who—there are 
many Americans, period, operating in this defense emergency—has 
unfortunately the effect, as will an increase in interest rates, if it 
occurs, of continuing to ration the available supply of housing to those 
who need it least, simply because they have the dough in their pockets 
to buy it. 

Mr. McDonoven. Does that apply to Regulation W as well? 

Mr. Fernsacu. In this instance, I am only testifying with relation 
to Regulation X. I think, however, that Regulation W similarly 
creates that type of situation. 

Mr. Parman. I would like to ask a question. 

Mr. McDonoven. Mr. Cole yielded to me. 

The Cuarrman. We have to get through, Mr. McDonough. 

Mr. Patman. I won't take but just a minute, Congressman. I have 
got to go pretty soon. If you will yield I would appreciate it. 

Mr. McDonoven. Why, of course, under those circumstances. 

Mr. Parman. You mentioned something, Mr. Thomas, about supply 
and demand. 

It is a lot of double talk. They are talking about supply and 
demand until you get to the money. We have got about three times 
as much money as we ever had on earth, and normally the interest 
rates on money would go down. 

But the reason the interest rate has not gone down is because the 
money supply is fixed. 

Don’t you agree to that? 

Mr. Tuomas. Yes, sir. 

Mr. Parman. Now, in 1948 and 1949 the lenders went on a strike 
against these 4-percent GI loans for housing in the hope that the 
Government would be persuaded to increase the interest rates. But 
we didn’t increase the interest rates. 

Then they went back into the market, and plenty of money was 
available. 

They are on a strike now. But, unfortunately, they have the sup- 
port of the Federal Reserve Board in this strike. 

The CuHarrmMan. We can’t go into that. 

Mr. Parman. We certainly can go into it. It is just as important 
as can be. The support of the Open Market Committee of the Federal 
Reserve System, the 12 biggest men in the United States today, and the 
President of the United States is not among them, neither is any mem- 
ber of his Cabinet or any Member of the House or Senate—— 
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Mr. McDonovenu. Speaking to what ? 

Mr. Parman. As far as finances are concerned. 

Mr. McDonoven. That is definite. 

Mr. Parman. Are the seven members of the Federal Reserve Board 
and the five members of the Open Market Committee. It is away 
from the Federal Government. Does not come under any branch 
of the Government at all. And they are encouraging the increase in 
interest rates at a time when interest rates should be going down, and 
Tam certainly glad you brought that up. 

There is a tendency now to have higher interest rates, and it 
shouldn’t be. We should have lower interest rates, if anything. Cer- 

tainly no higher, because of the increase in the supply of money. 

Mr. Tuomas. Mr. Chairman, I came here prepared to testify on 
housing. I think we have gotten pretty far afield when we get into 
the financial field. I haven’t had so much experience in that. The 
only thing I have tried to do in my life, up to now—to get a little to 
make a livi ing for myself, if I possibly could. 

I think this, getting back to the housing field—the point we are 
talking to here now: We have a problem. That problem, as we see 
it, is a shortage of housing for the American people in various fields 
in this defense effort. 

How do we solve that problem? Put every man of this committee 
back, in his State, or in some Army camp. They are building a lot 
of new places like that. Do a soldier and his wife and child get a 
home at a price they can pay? What happens to a defense worker, 
moving from a rural community, into an urban community? How 
does he, with his family, get a home, to build the things necessary to 
make our Nation strong with which to fight against these totalitarian 
powers we were talking about this mor ning? 

I am positive, this much, about money—and as I say I am not an 
expert on it at all—if interest rates are pushed up—and I personally 
feel there is a strike on—if they are pushed up, it will again just 
stop the construction of housing in this country that is now going on, 
when we haven't had enough housing in years. 

Something has to be planned so that the low-income groups in this 
country have a decent place to live. 

For years, in this field, I talked to people and men—men whom I 
have had a great deal of regard for 1 in the building industry—and they 
have said to me, time after time, “private industry can do this job,” 
and I, for one, am interested in private industry doing this job, but 
in the past 15 years in which I have been closely connected with this 
field, | have found one thing. That they haven't done the job. And 
I think it is an impossible thing to ask private industry to do, without 
certain aids and assistance from the Government. 

I think there has got to be a subsidy. And I don’t see any other 
way out. Unless we just sit back and say, women and children in 
this country—such as I have seen in other European countries—if we 
are in such a position in this country where women and children have 
to be crowded together, to cause more ill health and disease in this 
country, cert tainly if that happens, it is going to cost the taxpayers 
of this country more than it would if we were to do something—a 
little preventive medicine, if you please. 

Mr. Parman. And don’t you think, Mr. Thomas, in considering 
increases in prices, that we can very well consider increases in interest 
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rates, too, because interest rates contribute in a substantial way to the 
total cost of any product, whether it be a home or an automobile? 

Mr. Tuomas. I thought I had said that. I believe that to be true; 
yes, sir. 

Mr. Parman. And isn’t it hard to understand why the very people 
who are so anxious to fix prices on certain things, and on wages, and 
everything else, when they get to interest rates, want to increase in- 
terest rates? They want to increase one of the cost-of-living items 
tremendously ? 

Mr. Tuomas. I agree with you. 

Mr. Parman. [think that really we should consider putting interest 

rates in this bill, right along with cotton and everything else, because 
they enter into the cost of living i in the same way and manner in which 
cotton and beef enter into it. 

Mr. Core. We are talking about stabilization just as these people 
are talking about stabilization. 

I am talking about stabilization of interest rates, wages, prices, 
stabilization of the whole economy. 

Mr. Parman. But I don’t think we can stabilize everything but in- 
terest and let interest rates go up, which is what you are saying. 

Mr. Corr. No; you are saying you want to freeze interests, or drive 
them down. 

Mr. Parman. I would let interest rates go right along with every- 
thing else. I wouldn’t make out a special case for interest rates. 

Mr. Cotz. Now, I will agree with you. 

Mr. Parman. The law of supply and demand governs. 

Mr. Tuomas. Mr. Chairman, do we talk about rent control? If we 
want to talk about credit, there is another gentleman following me 
who knows more about it than I do. I want to talk about rent control. 
If we can’t talk about rent control, I might as well go along. 

The Cuarrman. You may confine yourself to rent controls. The 
trouble is we are covering a very wide field, and every witness is asked 
about matters in which he doesn’t profess to be an expert. 

Your interest is rent control. 

Mr. Tuomas. That is correct. 

The Cuatrman. Well let’s confine ourselves to rent control. 

Mr. McDonoven. Lower than what, the rents? 

Mr. Tomas. Lower than the rents at which the landlords are try- 
ing to gouge the American people and workers today. 

Mr. McDonoven. Do you mean that applies generally, across the 
whole continent? 

Mr. Tuomas. Pretty generally, among low-income groups; yes. 

Mr. McDonoven. How much of a moathly i income of an individual 
should go to rent? What percentage of his earnings? 

Mr. Tuomas. Certainly not 35 percent, as I indicated in my brief, if 
you followed me. 

I showed you where it had gone up, in decontrolled communities, 
50 percent in some cases. 

Mr. McDonovucu. You misunderstand my question. You said 35 
percent increase in rent. You didn’t say that was 35 percent of the in- 
dividual’s income. 

Mr. Tuomas. I had in many cases. 

Mr. McDonoveu. Well now there are many cases, where individ- 
uals during the last war, earned up to five or six hundred a month, 
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people who got into a house that was frozen under rent control back 
to the 1942 level—which was the base on which rent controls were ap- 
plied. Their earnings increased but the rent did not. 

And as a result of that, they were paying less than 5 percent of 
their income for rent. Some of them Jess than 3 percent. 

Mr. Tuomas. I know something about what you are talking about 
now. I know in Detroit, where there were public-housing projects, 
where people went in, who were given an exam as to earned income, 
when they went in, and at the time they went in they were earning 
law enough income to get into those projects. 

Later, they went up higher than that. And they were summarily 
given notices to get out, but when they were given those notices, there 
was no place for them to go. 

Mr. McDonovueu. That was public housing? 

Mr. Tuomas. That is correct. 

Mr. McDonoveu. Publicly owned, built by Federal funds, and 
publicly administered. That is right ? 

Mr. Tuomas. Yes. 

Mr. McDonoven. Now what I am talking about are the thousands 
of units that were owned by private individuals that were frozen at 
the 1942 level when rent control was first established and there was 
no increase allowed in those rents, but the individual occupying those 
units, during the war, increased his earnings to five or six hundred a 
month. And he continued for as much as a year and a half or 2 years 
at a six-hundred-a-month salary but with no increase in rent, 

In the first place, you said since decontrol there was a 35-percent 
increase in rents, which doesn’t represent 35 percent of the individual’s 
earnings. 

I am asking you now, what do you think the average amount of the 
average monthly earnings of an individual should go to pay rent? 
What percentage? If he is earning $3800 a month how much rent 
should he pay ? 

Mr. Tuomas. I don’t know. 

Mr. McDonovGu. Well—— 

Mr. Tuomas. I will-say this: If you and your wife live in a home, 
and you can afford to pay a certain amount, there might be another 
family, a man and his wife, who have several children. They cer- 
tainly, living in the same kind of a home, are not going to be able to 
pay the same amount of rent that you pay. 

You have all kinds of factors like that entering into it. Yet the 
man with the big family, who is in the low-income group, finds it most 
difficult to find a place to live, because they even discriminate against 
his children. 

Mr. McDonoven. That is a matter of discrimination. That isn’t 
a matter of rent control. 

Even under rent control there are certain privileges the landlord 
has, as to whether he will admit people with large families or not. 
I am for admitting people with large families. I have a large family 
of my own, seven children. 

I am talking about the control over individual property, by the 
Government under rent control, stating that a landlord cannot charge 
any more than so much per month to anyone living in that house. 
If he does he exceeds the limit and he is subject to fine. 

How much of a person’s earnings should go to rent ? 
83473—51—pt. 25 
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Mr. Tuomas. When the original rent control was put into effect, 
and was passed by Congress, I am quite positive that at that par- 
ticular time there was no discussion—I won’t say there was no dis- 
cussion—but I am of the firm belief that at that particular time the 
average landlord of this country was not discriminated against. I 
am positive. 

Mr. McDonovcn. You mean when it was first applied / 

Mr. Tuomas. When it was first applied; yes. Now I am not argu- 
ing that perhaps, due to wage increases, and so forth, improvements 
in homes, that it wouldn’t be possible to pay more today, although 
I wouldn’t go along with the argument I heard here this morning, 
that you build something today, and it is worth what you think it 
might be worth in 10 years. I don’t agree with that theory at all. 

An individual who starts in business, in private enterprise, under 
the capitalist system, in a small way, he has to take, to start off 
with in that business, some risk. There is no question about that. 
It would seem to me that no matter how big you get, after that, you 
have to take that risk. 

But there seems to be a tendency, in this country, any more, that 
the bigger you get, the more you reach that point of monopoly, 
the less risk you have to take. 

Mr. McDonoven. You are getting away from the thing you started 
to talk about. That isn’t rent control. 

Mr. Tuomas. You are talking about costs, rent costs is what you 
are talking about. 

Mr. McDonovcnu. No, I say how much of the individual’s earn- 
ings, what percentage of the individual’s monthly earnings should 
go to rent. 

Mr. Fernnacu. May I speak to this point a moment ? 

Mr. McDonovucu. Yes. 

Mr. Fernnacu. I am sure that when you start looking for yard- 
sticks, you run into problems. 

A lot of good patriotic American people—if you want to talk 
about a yardstick, for instance—loan money to their Government for 
2.5 percent interest. But many people, perhaps quite legitimately, 
considering certain circumstances,*would say that that may not 
be an adequate return for the risks involved in lending money. 

Many public utilities, presumably receive, as a result of public reg- 
ulation, a general yardstick of a return of 6 percent on their invest- 
ment. 

Certainly on the basis of the figures that Mr. Carey showed us this 
morning, most of American business is making three or four or five 
times more return. 

Now the same thing applies to the question of rent. If you are 
trying to extract from Mr. Thomas a yardstick, it is a difficult and in 
some ways an unfair thing to do. 

Mr. McDonoven. It wasn’t difficult for Mr. Tobin the other day. 
The BLS has the figures. 

Mr. THomas. We do not agree with the figures of the Bureau of 
Labor Statistics either. 

Mr. Fernsacu. May Isay this: Asa matter of opinion, in the CIO, 
if we are dealing with stabilizing the economy, if we tell the wage 
earner or salary earner that he or she is subject to certain stabilization 
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rules which limit the amount of money that they can make for an hour 
of work, if the same consideration is applied to the sale price of com- 
modities, we must stabilize the cost of rent. 

Now in any given situation, the amendment proposed provides an 
opportunity for any landlord—and we approve of 1t—to make ap- 
peals and seek redress, where there is the conviction that they are suf- 
fering hardships or inequities. And we must have such appeals 
procedures. ee : : 

Then there must be an examination of the cirucmstances in each par- 
ticular case, involving costs, which differ from situation to situation, 
involving generally assumed fair margins of profit to that landlord. 

Those things should operate, and will operate, under any fair 
system of rent control. The important point, simply, is this: That if 
we are to establish this economy, if we are to have a successful sys- 
tem of wage controls, which we seek, if we are to successfully stop 
the cancerous growth of inflation, then we cannot allow one segment 
of a cost, and millions of American families, to simply move up- 
ward, in response to a demand and supply situation which is loaded in 
favor of those who have the supply of rental housing, and loaded 
against those who must buy or rent it, and do not have it particularly 
the families of hundreds of thousands of defense workers and service 
people. ise 

Mr. McDonoven. Do you think the stabilization of rents is neces- 
sary in a community where there is an adequate supply of rental 
units, so much so that there is a vacancy factor where there is com- 
petition between tenants ¢ 

Mr. Tuomas. My answer to that sir, is first I would like you to show 
us where those situations exist. We think they are a minority. 

The second point is that the proposed amendments before you pro- 
vide discretionary determinations, situation by situation, on the part 
of the administrator. 

Mr. McDonoven. Why should we apply controls where there is an 
adequate supply of the commodity that you are trying to control? 

Mr. THomas. We would rather see the Administrator of the pro- 
gram on the Federal level have the authority to properly make those 
determinations, after proper public hearings, than have the power 
rest with the real estate banker, the mortgage interest lobby, to enforce 
decontrols through political connivance on the local level and destroy 
rent controls, as they have, in one community after another, where our 
people need rent control. 

Mr. Gampte. That is pretty strong language. 

Mr. Tuomas. I haven’t made it as strong as I perhaps would in a 
different situation. I think the facts establish that. 

Mr. Tuomas. Mr. Chairman, I would like to give you an example, 
which I think is a fittle bit clearer, and I think I can prove my ex- 
ample, if you would like to have the proof. 

No. 1, I want to disagree with you, Mr. McDonough, on one thing. 
You mentioned defense workers making $500 or $600 a week. 

Mr. McDonoveu. Not a week. 

Mr. Tomas. Or a month, pardon me. I happen to know a lot of 
defense workers. In what I thought was one of the highest paying 
industries in this country, I don’t happen to know the kind of people 
you are talking about. 
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We have sitting in this room today some automobile workers—one 
fellow said he bought a suit of clothes this morning. I don’t have 
enough to buy a suit of clothes with, but I would like to have enough 
to make ¢ and I will bet you that these people sitting in this 
room are not taking down even $100 a week in take-home pay. 

Now to make the question simple— -and these are not the lowest-paid 
workers in the country, either, there are plenty of other lower paid 
groups than these—but how’ can anybody stop inflation? Let's 
take, for the sake of argument, a person making $400 a month. And 
very few defense wor kers take home a take-home pay like that. But 
let’s say, for the sake of argument, that they are taking home $400 
a month. 

If everything is stabilized, their wages are stabilized, their food is 
stabilized, everything they have to buy is stabilized, and rental units 
and housing remain unstabilized, and it takes $250 a month out of 
that $400 to give them decent housing, how do you stop inflation that 
way. 

Mr. McDonoven. You couldn't. 

Mr. THomas. Of course you couldn't. 

Mr. McDonoven. But if you don’t know who these workers are 
I am talking about, I am talking about a man and wife and maybe 
other members of the family, living in the same rental unit, with three 
people working, where the income exceeded $500 or $600, and that 
continued for not 1 year, but several years, right out in California. 

Mr. Tuomas. I don’t doubt it. 

Mr. McDonoven. Ina good many instances. 

Mr. Tuomas. I don’t doubt there were instances like you give an 
example of, but are you going to make laws for the American people 
in the basis of a minority group like that, because it was a very small 
minority ¢ 

Mr. McDonoven. Well, of course, I understand that. I am only 
asking you what percentage of the average earnings of a person 
should.go for rent. Should it be 10 percent ? Isthat too high? Is 
15 percent too high; is 20 percent too high ? 

Mr. Fernracu. The question might similarly be asked, since divi- 
dend payments reached a peak in 1950, whether the landlord, when 
dividends are increased to his tenants, automatically has provided 
them with any greater service and is entitled to an economic rent. 

Mr. McDonoven. Well, that is the way your escalator wage scale 
operates in the automotive industry. 

Mr. Tuomas. The presumption is that we stabilize the American 
economy and then escalators don’t have to work. Because all they 
pay are wooden nickels, and we don’t want any. 

Mr. McDonoven. You mean you are willing to repeal the escalator 
clause as soon as the economy is stabilized ? 

Mr. Tuomas. You stabilize the economy and the escalators are out. 

Mr. McDonoven. All we can do is pass the law. The administra- 
tion is up to the people in the Government. 

Mr. Tomas. On escalator clauses let me tell you this: The way 
they are written up in any agreements I know of, that we have, if 
the cost of living does not go up, the escalator clause is out the window. 

Mr. McDonoven. That is right, but if it does go up it goes up with 
the cost of living. It doesn’t go down with the cost of living. 
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Mr. Tuomas. Yes, sir. 

Mr. McDonoven. It goes down also. 

Mr. THomas. In some instances. 

Mr. McDonoven. In all instances? 

Mr. THomas. Yes, sir. 

» The Cuarrman. We can’t go along with this character of interroga- 
tion allafternoon. We have several other witnesses and we are trying 
to get through. 

Mr. McDonoven. I am glad to yield to anyone who wants the floor. 

The Cuatrman. I see no advantage in carrying on this type of 
interrogation all afternoon. Are you through, Mr. Cole? 

Mr. Corr. Yes; we have got to get along, Mr. Chairman. I will 
ask no more questions. 

The Cuarrman. Are there any further questions? If not, Mr. 
Thomas, you may stand aside. Thank you. 

Call the next witness, Mr. Clerk. 

The CierK. The next witness is Mr. Stanley Ruttenberg, director 
of the department of education and research of the CIO. 

Mr. Rurrensera. I would like to continue testifying on behalf of 
the CIO in connection with the stabilization program. I want to 
deal specifically, in the course of my testimony, with the price situa- 
tion, suggesting as I will, toward the end of my testimony, seven 
specific amendments to the Defense Production Act in connection with 
the price situation. 


STATEMENT OF STANLEY H. RUTTENBERG, DIRECTOR, DEPART- 
MENT OF EDUCATION AND RESEARCH, CONGRESS OF INDUSTRIAL 
ORGANIZATIONS 


Mr. Rurrenserc. Rising prices are creating serious damage to the 
national defense effort. 

They are adding billions to defense expenditures. 

They are undermining the living standards of consumers—espe- 
cially wage and salary workers and all those who depend on fixed 
incomes. 

They can upset production schedules by promoting hoarding of 
essential materials and speculation. 

They can undermine wage stabilization. 

They can impair our relations with friendly nations whose economic 
efforts depend upon the stability of prices in America, and they can 
create tremendous problems of future adjustment after the emergency 
is over. 

The Economic Stabilization Administration has recently estimated 
that every 2 percent increase in the pricing level means a $1 billion 
annual increase in the defense program ; and every 1 percent rise in the 
cost of living means a $2 billion increase for consumers for the same 
goods and services. 

The rise in the price level since the Korean invasion has already 
caused an increase of over $4 billion in the cost of the defense program. 
To consumers the 814 percent rise in the cost of living from June 
1950 to March 1951 has already meant about $17 billion a year in in- 
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creased prices—over $300 per family. 
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We should not permit ourselves to be lulled into complacency be- 
cause of the current relative stability of prices. The leveling off of 
sharp price pressures is temporary. Since the Korean invasion, spec- 
ulative and anticipatory buying increased the price of some goods to 
such an extent that they were priced out of the market and embar- 
‘assing inventories were built up. 

Mr. Carey spoke about this problem this morning, when he men- 
tioned television and radio sets. 

As a consequence, some moderate price declines in recent weeks in a 
few durable goods have taken place. In others, where there has been 
no decline, there has been a let-down in the sharp price pressures of 
the recent past. 

Defense expenditures at present are running at about an annual 
rate of 10 percent of our total national output. This will be increased 
to about £8 to 20 percent of total output by next year, according to 
official reports. As defense production gets under way, a large share 
of our key materials, electric power resources and transportation 
facilities will be withdrawn from the service of our civilian economy. 
More and not less shortages will pile up. In the face of inevitable 
further inflationary pressures, the time to establish an effective pro- 
gram of price esd is now. 

It is self-deception to think we can escape direct controls in this 
emergency. During the period of defense build up, direct controls as 
well as indirect controls are necessary. When effective demand and 
the supply of goods are brought into better balance, perhaps by 1953— 
and if all-out war can be averted—then the direct controls can be 
relaxed or withdrawn. But at present with our national economy 
subjected to extreme strain in the effort to achieve the needed expan- 
sion and output, there can be no escaping direct controls. 

The attempt to evade effective price controls in the months since the 
start of the Korean War has already caused tremendous damage. 
At a time when all our material and spiritual resources must be 
mobilized for the national defense, we cannot delay the enactment 
and enforcement of every measure necessary to combat inflation. 

Prices started to jump as soon as the Korean War began. In 1 
month following the Korean invasion, 28 basic commodities rose 12 
percent and the wholesale price index increased 4.2 percent. 

Raw material prices led the procession. Speculation. in the com- 
modity markets pushed up prices at a steady, sharp pace week after 
week. By mid-October the prices of 28 basic commodities were 25 
percent higher than they had been at the start of the Korean War. 
These price rises added pressure to the entire price structure, pushing 
up prices at all other levels in the economy. 

Commodity market speculators and many manufacturers, whole- 
salers, and retailers took advantage of the opportunity to boost prices 
as high as the traflic would bear. Goods produced at pre-Korean 
costs were sold at inflated post-Korean price levels. There was a 
rapid succession of price boosts all along the line from the raw ma- 
terial exchanges to the retail stores. These price rises could have 
been halted by immediate action in September. However, the terms 
of the Defense Production Act made effective price stabilization 
procedures in September impossible. 

Speculation in the commodity markets should have been limited by 
the placement of margins on commodity purchases. While the stock 
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exchanges increased their margins to 75 percent, the commodity ex- 
changes were left scot free. 

As a result, speculators remained free to gamble in the commodity 
exchanges and push up prices. Speculators who bought raw mate- 
rials on the commodity exchanges just before the Korean invasion, 
with as little as 7-percent down payment, could have cashed in 5 weeks 
later with profits of 100 percent on wheat, 150 percent on cotton, 350 
percent on soybeans, 450 percent on lard. These manipulations in 
raw materials have continued without any Government control. 

Last summer the President and many Members of the Congress 
urged legal safeguards to protect the American people from the com- 
modity speculators. But, unfortunately, the Defense Production Act 
specifically exempted the commodity exchanges from any controls. 
This omission must now be rectified. 

While the legitimate economic processes which take place in the 
commodity markets must continue, speculation must be curtailed by 
margin requirements similar to those imposed on the stock exchanges. 
Outright gambling at the expense of the American people at a time of 
national peril must be stopped. 

I would like to break into the written testimony at this point, Mr. 
Chairman, to say that this particular action—the failure of Congress, 
in its last session, to place controls upon commodity speculation—was 
one of the basic causes of the beginning of the inflationary program 
after Korea. 

Had we had authority, early after Korean invasion, to control specu- 
lation on the commodity exchanges, much of the present inflationary 
pressures resulting from increases in wheat, cotton, soybeans, lard, and 
many other such commodities could have been prevented. 

But because such power to control speculation or to control margins 
on the commodity exchanges was not available, inflationary pressures 
began to build up, and at this point they begin to take on serious 
proportions. 

Selective price controls, too, should have been imposed by mid-Sep- 
tember. Such controls on a handful of key commodities would have 
had the effect of holding back the tendency of all prices to reach the 
sky. However, the imposition of selective price controls was made 
unworkable by the terms of the Defense Production Act itself. 

The wage-price tie-in provision of the act provides that if the price 
of a certain product is placed under selective controls, the wages of 
the workers in the industry that produces that product also must be 
controlled. For example, if rubber prices were controlled, the wage- 
price tie-in would make it necessary to control the wages of rubber 
workers, even though other wages and other prices were not under 
control. 

Since rubber workers don’t eat rubber, but they do consume other 
products that would be left uncontrolled, the wage-price tie-in would 
have placed an unfair burden on rubber workers. Thus the act made 
it impracticable to impose selective controls on several key goods whose 
prices were skyrocketing and whose producers were already making 
more than ample profits. Wage increases were not the cause of these 
rising prices. Wholesale industrial prices by mid-September were 
almost 8 percent above June, while average weekly earnings in manu- 
facturing industries had risen less than 2 percent by September of 
1950. 
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The wage-price tie-in problem is not an immediately pressing one— 
since we now have been operating under general price and wage con- 
trols for the past 4 months. However, when the present emergency 
eases, it may be very advisable to relax general controls; but at 
that time we may need temporarily to maintain some selective con- 
trols. Under the act, as it now stands, this could not be done, since 
the unworkable selective wage-price tie-in is still with us. 

The Congress should therefore now eliminate this unrealistic re- 
quirement from the Defense Production Act in order to ease the 
way for a stabilization policy consistent with the needs of the post- 
emergency period. 

Speculation on the commodity exchange was not ended and selec- 
tive price controls were not placed on key critical materials, when 
these actions—last September—would have substantially reduced in- 
flationary pressures. These things were not done because the Defense 
Production Act would not permit them to be done. Instead there 
followed a period of futile Government exhortation to hold the price 
line. . 

But prices continued their sharp upward climb. 

Raw-material prices are now about 39 percent above their level 
at the time of the Korean invasion, wholesale prices are some 17 per- 
cent above that date. The Consumers’ Price Index in March 1951, 
the latest date for available informtion was 814 percent above June 
1950 (food was up 10 percent; apparel, 1014 percent; and housefur- 
nishings, 15 percent). 

The present lull in the price picture must not deceive us. As defense 
production gets rolling later this year and shortages in key areas 
of the economy appear, the upward price pressures will reassert them- 
selves. Unless effective controls are imposed, these new pressures 
will shoot prices even higher than they are at present. 

This will be true not only of the prices of industrial commodities 
but also of most food items as well. 

It is appropriate and necessary that the viewpoint of The Congress 
of Industrial Organizations about farm prices be made completely 
clear. 

For many years we have supported and championed the right of 
the American farmer to receive a fair return for the product of his 
labor. Now—and consistently in the past—we have supported the 
concept of parity and all other measures which seek to achieve a better 
life for the farm families of this Nation. This is our stand today and 
because there has been propaganda to the contrary, we wish our 
position to be well noted now. 

sut if parity measures a fair return to the farmer for the fruits 
of his labor—and many farm products are still selling below parity 
prices—it is only logical and proper that the Cattle Growers Asso- 
ciation cease their agitation for complete freedom from price stabi- 
lization. 

Their product, beef, is already in excess of 150 percent of parity— 
in other words their return is already 50 percent more than fair. 
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Certainly any concept of equality of sacrifice, in the face of the 
Nation’s greatest peril, cannot exclude a privileged few from the 
moral responsibility of accepting a part of the burden of sacrifice. 

Therefore, we completely support the present effort of the Office of 
Price Stabilization to secure a firm and fair dollars-and-cents ceiling 
over the price of meat. Those who oppose this effort show little 
regard for the stabilization needs of the Nation and less for the wel- 
fare of the American consumer. 

Meats constitute a large part of the food budget of every American 
family and food constitutes the largest part of the total living cost 
of all American wage earners. Not to control meats would, in effect, 
mean no effective control over the cost of livi ing; and failure to control 
the cost of living would mean that there could be no effective w age 
stabilization. 

The CIO, in cooperation with other trade-unions in the United 
Labor Policy Committee, has declared itself as being firmly in support 
of an effective over-all economic stabilization program, including 

yage stabilization. 

But any wage stabilization program must be premised upon effective 
control over living costs. 

To remove controls over meat as you are being urged to do by the 
cattlemen of this country, or to fail to effectively control this basic 
commodity, will destroy any possibility of the Gov ernment’s attempt, 
which we support, to have effective over-all economic stabilization. 

We, therefore, urge this committee to reject the current effort to 
exempt meat from control. 

If over-all economic stabilization is to be achieved, we believe that 
seven specific amendments to the Defense Production Act are 
necessary. 

1. Subsidies to control food prices: We propose that the act be 
amended to grant authority to the Government to use consumer sub- 
sidies when needed to control food prices and at the same time-assure 
a fair return to the farmer. 

Subsidies were used to control food prices during World War IT. 
The estimated total amount spent on subsidies for foods between 
1942-46 was approximately $4 billion. Since the Government itself 
was a large purchaser of food:during those years, it is estimated that 
the Government gained direct benefits from stabilized food prices 
equal to about one- -third of the total cost of the subsidy program. 

These subsidies saved American consumers many billions of dollars; 
but even more important they encouraged greater production and 
helped to hold the dangerous tempo of the inflationary cycle in check. 

Food items, still priced below parity, represent 61 percent of the 
food component of the Consumers’ Price Index. They include grains, 
fruits, dairy products, and fowl (see table below). As the prices of 
these foods move to parity, living costs will be increased. The whole 
inflationary cyele will be further accelerated unless food subsidies 
are authorized to cushion this upward pressure and eliminate its chain- 
reaction effect. 
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| Above | Price rise, 

Riess | parity, | March 1950 

Commodity March to March 
1951 951 





Cotton 
Beef 
{Se 
Lambs. . . 





Below | Price rise, 

parity, | March 1950 

March | to March 
| 1951 


Percent | Percent 
88 | 7 


Corn... aa ie Se ABER se eae Seg 92 | 35 


BARES eth Pee ie ea os | 96 | 18 





An effective over-all stabilization program—including the proposed 
subsidy authority—would effectively stabilize costs to the farmer and 
to the worker. Proposals such as a yearly—instead of a monthly— 
change in the computation of farm parity levels would become super- 
fluous. A really stabilized economy would keep both wage escalator 
clauses and parity formulas inactive. 

Toward accomplishing this end, authority to provide consumer sub- 
sidies to hold food prices in check will give the farmer a fair return 
for his production and is a realistic and necessary part of the over-all 
stabilization program. 

2. Grade labeling and quality control: The act, as it now stands, 
makes it impossible for the Office of Price Stabilization to require 
grade labeling of price-controlled goods. The Congress of Industrial 
Organizations proposes that this restriction be eliminated. 

Under the present law, Office of Price Stabilization cannot require 
that price-controlled goods be properly labeled with the grade of the 
contents—such as grade A, grade B, and grade C. Thisis of particular 
importance in canned goods. 

Another provision in the act, as it now stands, restricts the standardi- 
zation of materials and services; it also restricts the use of price 
ceilings to describe materials or services in terms of specifications and 
standards. This provision makes it impossible for Office of Price 
Stabilization to control the quality of goods under price control. 

The Congress of Industrial Organizations proposes the elimination 
from the law of this restriction on the use of quality-control measures. 

Here is an example of how the consumer loses out without quality 
control : 

A price ceiling of $3, $4, and $5 may be placed on certain brand 
shirts. You may buy the $5 shirt, but the quality of the shirt may 
no longer be the same—the material and button may be of poorer 
quality, less material may be used, and, as a result, it will not last as 
long. It is more like the original $3 shirt. The result is a hidden price 
increase. The price is controlled but not the quality. 

3. Limit high-price lines: The act also makes it impossible for 
Office of Price Stabilization to limit the production and sale of high- 
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price lines. The Congress of Industrial Organizations proposes that 
this restriction be eliminated. 

The following is an example of how the consumer loses out without 
OPD requirement to limit high-price lines: Ceiling prices of $3, $4, 
and $5 are placed on shirts, but manufacturers and retailers eliminate 
the production and sale of $3 and $4 shirts, and shift their production 
and sale to $5 shirts, because it is more profitable. The low-price goods 
are withdrawn from the market and the consumer faces increased 
living costs. The price is controlled, but you can no longer get the 
low-price shirts. 

Unless the act is amended so that quality can be controlled and the 
production of lower-price lines is insured (proposed amendments 2 
and 3) the consumer could well wind up with no choice but the highest- 
price commodity, and often at the lowest possible quality standard. 

4. Dollar-and-cent price controls: The most effective type of price 
control is the use of general dollar-and-cent ceiling prices. Such con- 
trolled ceiling prices, if imposed on a community basis, would be easily 
understood by the public and could be checked by consumers them- 
selves. , 

Most of the present major price regulations are percentage mark-up 
orders that permit every individual seller to figure his own ceiling 
price on every item. Under these mark-up regulations, price boosts 
are passed on to the consumer and each seller has his own ceiling prices. 
The consumer has no way of knowing the proper price ceiling. 

We propose that the act be amended to give the Office of Price Sta- 
bilization the power to license sellers of articles under price control 
and, through court proceedings, to suspend such licenses for willful 
violation of price-control orders. This procedure was used during 
World War II. 

President ‘Truman proposes a similar amendment. 

6. Controls over commodity speculation : The establishment of con- 
trols over commodity speculation is absolutely necessary. This matter 
has been referred to earlier. 

7. Elimination of the wage-price tie-in clause: The elimination of 
the wage-price tie-in clause which we have also referred to in the 
sarlier part of this testimony is also an essential change. 

In addition, the cost of rental housing and commercial rents must 
be held in check. ‘This action is a vitally necessary part of an over-all 
stabilization program. This matter is being discussed in separate 
testimony. 

The United States Government is not without a background of 
broad experience in the matter of stabilizing the national economy 
during a war or period of national emergency. 

After the notably successful stabilization program which was 
achieved during World War II, the American people had a right to 
expect a more effective set of stabilization rules than was established 
by the Defense Production Act. None of us can foretell the future. 
World war III is an ever present danger; but it is beyond all doubt 
that America faces its most critical years. 

We must mobilize ourselves and help free nations to defend them- 
selves. We must be militarily strong and we must be economically 
stable. The proposed amendments to the Defense Production Act 
which we submit today are all necessary if we are to achieve this end. 
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That, Mr. Chairman, concludes the formal presentation that I have 
to make. 

I will be glad to answer any questions. 

The Cuarrman. I will call the committee in order, and I want to say 
that under the rules of the House, one member does not have the par- 
liamentary right to recognize another member for extended inter- 
rogation. 

There is no objection to a member yielding to another member for a 
question but I don’t think it is proper for a member to be recognized 
and then to recognize another member and to continue this way. 

We are interested in disposing of the business before us. 

Mr. Corr. The committee will back you up on it, Mr, Chairman. 

Mr. Gamatr. I think you ought to have complete control. 

The Cuareman. It is not a matter of control but we do want to 
get through. 

Mr. Brown? 

Mr. Brown. No questions. 

The CHatrman. Mr. Gamble? 

Mr. Gampie. Mr. Ruttenberg, in the third paragraph of your state- 
ment, you say: 

The attempt to evade effective price controls in the month since the start 
of the Korean War has already caused tremendous damage. At a time when 
all our material and spiritual resources must be mobilized for the national 
defense, we cannot further delay the enactment and enforcement of every 
measure necessary to combat inflation. 

That bill was passed, as I recall, in September, 1950. That means 
controls could have been put into effect in September 1950; isn’t that 
correct, sir? 

Mr. Rurrenserc. That is right. The bill was not passed until 
September 9. However, it could have been passed much earlier had 
the Congress acted more rapidly. 

Mr. Gamere. Again you say, on page 3: 

However, the terms of the Defense Production Act made effective price stabili- 
zation procedures in September impossible. 

Just what do you mean’? Because they were selective at that point ? 

Mr. Rurrenserc. Well, there are two reasons, certainly, but at 
that point I am discussing specifically the commodity speculation. 
Commodities such as cotton, wheat, soybeans, lard, and other commodi- 
ties, bought on the commodity exchanges, were bought, and there was 
continual speculation, 

In other words, not the legitimate hedgers, not the legitimate miller, 
buying wheat and hedging against the future, but spec culators bought 
into the market, and sold short or long, and without putting any 
money down except the bare margin minimum of 7 to 10 percent, and 
forced the price up in their process of speculation for profit. 

Mr. Gameie. Well, they had the right to buy. 

I am just trying to clarify the thing. 

Mr. Rurrennerc. At this point, sir, I am referring specifically to 
those contends which are on the commodity exchange. 

Mr. Gameste. I am referring to those commodities that are not on 
the commodity exchange. 

Mr. Rorrenserc. All right, those items that are not on the com- 
modity exchange, like rubber, tin, lead, zinc, copper, steel, scrap—all 
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those items, as I say later on in this testimony, on the next page, I 
think, what we are referring to is the inability, under the Defense 
Production Act, to have selective price control over these commodi- 
ties, because under the terms of the act, as you recall, you cannot have 
selective price control without selective wage control upon the same 
commodity, and it just does not make administrative sense to freeze 
the price of rubber, and therefore punish the workers in the rubber 
industry, saying they can’t get a wage increase, because, as I pointed 
out, the rubber worker doesn’t eat rubber. He eats meat, potatoes, 
and he drinks milk, and he wears clothes. 

Mr. Gameste. I understand that. 

Mr. Rurrenserc. So you can’t have the cake and eat it, too. 

Mr. Gampie. That is why I was in favor of an over-all freeze all 
the way across the board, as advocated by Bernard Baruch, which 
he has advocated since 1942. 

Mr. Rurrenserc. Could I say, Mr. Chairman, the committee has 
been very kind to give the CIO this time today. I don’t want to con- 
tinue to impose upon the good will of the committee. I just want to 
say that we have in the audience, if the committee is interested, a 
group of people from various parts of the country, rank and file trade- 
union people. We have soine telephone workers from Chicago, and 
some others from Texas. We have some textile workers from Cum- 
berland, Md., and we have some other people. 

I would like, if the committee would be interested, to ask one or 
two of those people to come up here and state in their own way why 
they think this committee should take positive action. 

The Cuairman. We would be glad to hear them but we have other 
witnesses scheduled this afternoon. 

Mr. Nicuoison. May Lask 2 question, Mr. Chairman? 

The Cuairman. I will call the committee in order. 

Mr. Gambier. As a matter of information, to refresh my memory, 
on page 7, where you speak of grade labeling and quality control, that 
was in the original price-control bill, was it not, sir, back in 1942? 
And it was taken out later ? 

I am just trying to refresh my recollection. 

Mr. Rurrenserc. The authority for grade labeling and quality con- 
trol, I do not think, was ever specifically included in legislation. 

There was, however, an effort on the part of the Administrator of 
the Office of Price Administration, to impose price regulations based 
upon quality control and grade labeling, which I think later Congress 
refused to permit him to continue to do. 

Mr. Gamaue. Yes, sir; that happened in 1946. 

Mr. Rurrenserc. That is right. 

Mr. Gamair. The same thing happened to the limitatien on price 
lines, which you referred to on page 8 of your statement. That was 
put in by a regulation, and was later rescinded when the OPA law 
was amended. 

Mr. Rurrenserc. I don’t know that we ever did have during the 
war effective control on price lines. 

Mr. Gambier. Well, there was an attempt made on it. 

Mr. Rurrenserc. There was an attempt made to get the War Pro- 
duction Board to use its allocation power, in this field, which never 
proved successful. 
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Mr. Gamete. Well, there was a regulation put into effect, and Con- 
gress negatived it in one of the revisions of the price-control law. 

That is all, Mr. Chairman. 

Thank you, sir. I just wanted to clarify a couple of things. It is 
difficult to remember back too far. 

Mr. Deane. Mr. Chairman. 

The Cuatrman. Mr. Deane. 

Mr. Deane. Mr. Ruttenberg, I am glad to know that you have with 
you people from the communities of this country concerning this 
legislation. 

It was brought out last week that only through local interest can 
price stabilization be made effective. 

I notice you are advocating a subsidy feature, and also a dollars- 
and-cents type of control. Iam just wondering if that will net set up 
such an elaborate type of machinery that it will be so confusing, or 
meet with so much opposition from local merchants, that it would be 
almost impossible to function ? 

Mr. Rurrensere. I don’t know whether you get more paper work 
and more procedures to follow under the present percentage mark-up 
regulations for retailers and manufacturers, or whether you would get 
more or less from actual dollars-and-cents prices established by OPS. 

I am inclined to think that dollars-and-cents pricing, by OPS, on 
basic commodities, would create less confusion, for the 300,000 or 400,- 
000 retail establishments throughout this country, and at the same time 
it would enable the consumers to more effectively police, to see that the 
prices are actually charged and that they are not overcharged for the 
commodities they buy—which they can’t do under the percentage 
mark-up procedure. 

Mr. Deane. How would that affect the effort now being made to 
stabilize prices on meats? How would that affect it, the proposition 
that you advocated, in the sense of getting it down to the customer? 

Mr. Rurrensere. Well, for example, on the current meat order, 
there is published, now, the price of a pound of chuck roast or a pound 
of round steak or a pound of hamburger, and by classifications of 
stores, A, B, C, or D, or 1, 2, 3, 4—I am not sure which classification 
they use. 

So if you are buying in a supermarket you can look and see exactly 
what that supermarket is supposed to charge for a pound of ham- 
burger, and you can walk in that supermarket and see. If he is charg- 
ing more than that, he is violating the price ceiling. 

I think that enables the consumer to effectively police the price ceil- 
ings to see that we don’t get black-market operations. 

Mr. Deane. Are you in a position to discuss the price of meats as 
compared wath wages, increases, say, since January 1950, up to the 
present time? 

Mr. Rurrenserc. Off-hand, if you refer to the wages in the meat- 
packing industry, I wouldn’t off-hand know the increases which oc- 
curred since January 1950, except the other day when the Wage Stabil- 
ization Board approved the bargaining contract between the meat 
packers and the union they authorized an increase which would amount 
to the wages being approximately 14 percent above their level of 
January 1950. 


























































DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 727 


Meat prices in March of 1951 were, as you will see on page 7 of my 
testimony: Beef, 41 percent higher; veal, 37 percent higher; lamb, 
48 percent higher. pha 

While wages, according to this recent Stabilization Board order, 
puts wages 14 percent above the level of January 1950. 

Mr. Core. That is parity. 

Mr. Rurrenserc. I am not talking about parity, sir. You see, beef 
is currently 115 percent of parity but it is 41 percent higher than it 
was in March of 1950. In other words, over parity, it is 51 percent. 

Mr. Deane. Mr. Chairman, at this particular point, I have assem- 
bled—and I assume the figures are correct—the source is the Bureau 
of Labor Statistics—the average retail prices for round steak in 51 
cities, and the average hourly earnings in manufacturing industries. 

From January 1950 to February 1951, the wage stabilization base 
period, round steak was up 31 percent, from 85 cents to $1.12. 

Factory wages were up 10 percent, from $1.42 to $1.56. 

And from the first 6 months of 1950 to February 1951, round steak 
was up 26 percent, or from 87 cents to $1.12. 

The factory wage was up 9 percent, from $1.43 to $1.56. 

I was interested in these further figures, Mr. Chairman, from the 
prewar base. 

The average, 1935-39, to February 1951, round steak was up 210 
percent, from 36 cents to $1.12. 

The factory wage was up 169 percent, from 58 cents to $1.56. 

I am not singling out meats particularly, other than the fact that 
meats have come into the picture so very much during these last few 
days, that I was interested in that comparison. 

Are you in a position to discuss the total production of meat now, 
as against what it was in the days of the Office of Price Administra- 
tion ? 

Mr. Tuomas. I think if you check the material of the Department 
of Agriculture, you will find that per capita availability of meat is 
higher today than it was during the days of the Office of Price Admin- 
istration—or during the war days. It is higher today than it was in 
1939. It is higher than at any previous peak. As a matter of fact, 
we have more meat production today than we have ever had in the 
history ofthe country. 

Mr. Deane. On that particular point, the Department of Agricul- 
ture, in a recent statement, Livestock and the meat situation as of 
February 1951, states that all meat, in millions of pounds was in 1944, 
25,178; im 1945, 23,687—I am speaking now in terms of millions of 
pounds—1950, 22,236; 1949, 21,710. 

That gives the comparison that I would like the record to show and 
I assume that those figures are correct. 

I believe that is all, Mr. Chairman. 

The Cuarmman, Dr. Talle. 

Mr. Tarix. Mr. Ruttenberg, do you recall the attitude of the Pres- 
ident of the United States toward what this committee and the Con- 
gress intended to do last August when we were working on selective 
price controls? 

Mr. Rurrensere. Yes, sir; I do. 

Mr. Tarte. Was he in favor or against what we were doing? 
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Mr. Rurrensere. I gathered from the message to Congress that he 
did not include a request for price and wage control, but Congress 
proceeded to consider the problem aside from the recommendations of 
the President, and at some point along the consideration, the Presi- 
dent indicated to Congress that if they would give him such controls, 
he would have them as a stand-by power and would exercise them at 
such points as they were needed, but he never specifically requested 
such controls of Congress. 

Mr. Tatie. That is correct. 

Mr. Rurrenserc. If my memory serves me correctly, that is what 
happened. 

Mr. Tare. That is correct. 

Actually, he did not make a move to use those powers before the 
26th of January of this year, did he? 

Mr. Rurrenserc. Well, that is not quite correct, sir, because on 
September 25 or 26, the President of the United States, in a message 
to the country—I think a radio speech—urged all manufacturers and 
processors and distributors of all commodities to begin to keep records 
of costs and selling prices, for the eventual use, at some future point 
when controls might be imposed. 

And then, I think. on December 19, or thereabouts, under the direc- 
tion of Allan Valentine, who at that time was head of the Economic 
Stabilization Agency, there was an order put out urging that there 
be voluntary price controls. 

But there was no over-all freeze of prices until January 26. 

Mr. Tauie. That is correct, as to the freeze. 

Mr. Rurrenrerc. But there were considerations of the problem 
during the interim. 

Our position is that they should have taken much earlier action, 
and at that point we are critical of the administration for not having 
taken action much earher. 

Mr. Tatze. What would you recommend should be done with the 
commodity exchanges? Should they be outlawed, or what should 
be done with them ? 

Mr. Rurrenserc. Oh, no; we would support, sir, the recommenda- 
tion which is contained in the bill which the President sent to the 
Hill and which has been introduced in the Congress. 

Provision should be made for legitimate hedging to continue. You 
can distinguish between legitimate hedging and speculation. 

Take a producer of flour, who buys wheat and has a certain fixed 
amount of wheat on hand. He hedges against future price changes 
by entering into the market and buying or selling the precise equal 
amount to that which he has before him. That is legitimate hedging, 
and on that there should be no control, really, because that is nothing 
more than protection for the individual who is involved. 

But any one of us could walk into any stock exchange or any com- 
modity exchange market, and for 5 or 10 or 15 percent down pay- 
ment we could say—I would say to my stock broker, “I want to bet 
that the price of wheat 6 months from now will be so and so,” and 
against that I say. “I will guarantee to buy at that price 6 months 
from now, and IT am putting down 7 or 8 or 9 percent now for it.” and 
come 6 months from now I will sell it. 
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I never own the wheat or commodity, but I just sell it, and I am 
speculating on the market, and for a small down payment T am 
making a profit. That should be stopped. That is just purely and 
simply gambling, and a basic distinction can be made between this 
practice and legitimate hedging. ; 

Mr. Tauue. I understood from the testimony given us by the Sec- 
retary of Labor last week—I hope I am quoting him correctly—when 
I interrogated him on the very point, it seemed to me he referred to 
all dealings on the commodity exchange as gambling. He used that 
term repeatedly. 

Mr. Rurrenserc. I am not prepared to state what the Secretary 
of Labor did or did not say. 

The position of my organization is in support of the legislation 
before this committee on commodity speculation, which makes a basic 
distincton between legitimate hedging and speculation. 

Mr. Tarte. But it was because of the fect that you made that dis- 
tinction that I said what I did. 

Now, I should like to ask you something about meat. 

Isn’t it logical to believe that if the price of meat is 150 percent 
of parity, a lot of people will rush in and produce meat / 

Mr. Rurrenserc. I don’t know, sir, that it is possible for a producer 
of meat to get smack into the market just like that, and begin produc- 
ing. Anybody who is familiar with cattle growing, breeding, and 
feeding, realizes that just can’t be done. 

Mr. Tauur. That is right. 

Mr. Rurrenserc. So I don’t think the 150 percent of parity as such 
has any relation as to whether or not I am going to start a cattle 
farm tomorrow. 

I have got to guess on what the price is going to be 2 years or 3 
years or 5 years from now, by the time I get my herd built up. 

Mr. Tauie. And it will take 5 years to build a herd ¢ 

Mr. Rurrenserc. At least. 

Mr. Tatir. That is why it is a pretty serious matter to a person 
who meets all of the costs involved over a 3-year period, and then finds, 
at the end of the 3 years, that he is faced with a roll-back. It is a 
pretty serious matter. 

Mr. Rurrenserc. I wonder if I might put it this way: 

Most of your cattlemen today, when they look at this picture, as 
they looked at it before the OPS order, said, “I am going to make about 
S70 or $80 a head on my herd when I sell it,” and because of this price 
order of OPS, by October 1, only make $30.0r $40 a head. 

So it reminds me of my uncle when he walked into a store to buy 
a $60 suit on sale for $45. “I made $15.” 

These cattlemen are still going to be making $30 or $40 a head. It 
is just that they are not going to be making the tremendous anticipated 
profit of $70 to $80 a head which they contemplated prior to the OPS 
order. 

I think that is the distinction you have to make here, not whether 
or not he is going to lose money. He is losing money only in the sense 
that he is not making the profit he anticipated making, but he is still 
making a very high profit. 

Mr. Tauie. Will you authorize me to tell the people who operate 
feed lots in my district, that you will guarantee to them $30 or $40 
per head profit, or even $20, or $15? 
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Mr. Rurrensere. That I will guarantee to them? 

If prices are 125 percent of parity ; beef prices, as is contemplated 
under this OPS order by October 1; won’t that guarantee them the 
$15, $20, or $25 a head you are talking about? 

Mr. Taxtie. You said what they would get. Now I am taking you 
up on that. I want to tell them that you assured me that they would 
make—— 

Mr. Rurrensera. I can’t assure you of anything but I am stating 
what I consider to be a pretty firm fact, that at 125 percent of parity 
the cattlemen are not going to suffer in this country. 

They might lead you to believe they are going to suffer, but when 
it comes right down to it, 125 percent of parity is 25 percent above 
what is considered fair. 

In the last war, remember, sir, we never went above 110 percent of 
parity. That was what the Congress guaranteed the farmer. Every- 
body thought that was wonderful. 

Now we get beef at 150 percent of parity and the cattlemen just 
screaming blue murder because they are not making any money. 

Mr. Gambie. You couldn't get it anyway at 110 percent or any other 
figure. It was all black market. 

Mr. Rurrennerc. Do you mean to tell me all the American people 
are dishonest and dealing on the black market ? 

I don’t think that happens. The American people, I think, are 
honest, and not dishonest, and I don’t think they will engage in black- 
market operations, 

Mr. Gamste. So do I think they are honest, but that was the only 
way many people could get meat. That is the testimony we got here. 

Mr. Rurrenserc. Well, sir, during the last period we got a bit 
of black-market operations in meat because of the tremendous increase 
in the number of slaughterhouses. 

As I recall, they had something like 30,000 or 40,000 or 50,000 
slaughterhouses.’ I am not sure of the exact figure, but a tremendous 
increase during the war years, and now, under OPS regulation, they 
are licensing sl: wughterhouses, so that people having herds, 10 or 15 
or 20 head of cattle, have to go to legitimate channels to sell their 
meat, and they can’t go to illegitimate channels and sell it because 
that slaughterhouse won’t be licensed, and if they did go to an un- 
licensed slaughterhouse they still could not get away with it because 
of a regulation which requires stamping and grading of the meat, and 
they would be counterfeiting if they put on a stamp that was not put 
on by a licensed slaughterhouse, so I think the black market that we 
experienced during the last war is going to be done away with through 
these two specific regulations of “OPS now, in terms of licensing 
slaughterhouses, and in requiring a stamping and grading of the 
meat. 

Mr. Tatue. Does that mean that those slaughterhouses that exist 
now, and are not federally supervised, must go out of business? 

“< Rurrenserc. It means that all slaughterhouses that existed as 
of a certain date, when this order was issued by OPS, had to be 
icone, and that any new slaughterhouses created had to also be 
licensed by OPS. 

It didn’t put anybody out of business unless that person insisted 
upon not being licensed. Then he couldn't operate. But if he got 
a license, he is all right. 
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Just as to drive a car, you have got to get a license. If you choose 
not to get a license, you can’t drive a car. 

Mr. Tate. But there are slaughterhouses being operated now that 
are not federally supervised. 

Mr. Rurrenserc. I am not talking now about the Federal super- 
vision of grading by the Department of Agriculture. That is a totally 
different matter. ; 

There are certain slaughterhouses that subject themselves to the 
Department of Agriculture grading systems and others that do not. 
I am not talking about that procedure. I am talking now about 
those slaughterhouses, all over the United States, licensed to do 
slaughtering. 

Mr. Tatxe. Well, I remember so clearly what a cattleman from 
Texas said in World War II, toward the close of the war. I asked 
him why there were so many black markets, and why there were prices 
in shops but no meat under the price tags, the shelves were empty, and 
he said, “Well, you know slaughtering goes on wherever there is a tree 
and a brook, and in this country there are a lot of trees and a lot of 
brooks.” 

Mr. Rurrenserc. That is right. 

Mr. Tatxe. And that is how slaughtering went on. 

Mr. Rutrrenserc. That is right. 

Mr. Tatte. And then; to escape being caught, the black-market 
operator hid the hides, and, of course, the price of leather went up 
because a great many hides were not brought in. 

Now, are we going to escape that, under this situation ¢ 

Mr. Rurrenserc. Well, you have one additional factor this time 
which you didn’t have last time, and that is a requirement by the 
Office of Price Stabilization that all licensed slaughterhouses grade 
and stamp their meat. 

Now, if you get an operator who goes out and strings up a head 
of cattle on a tree, near a brook, he has to counterfeit the stamp, 
and he is thereby in violation of all kinds of Federal laws through 
counterfeiting, and I doubt whether we are going to get much of that 
kind of operation this time under this system if it is permitted to 
continue, 

Mr. Tarte. I wonder how big an army we will need for policing the 
situation. 

Mr. Rurrensere. I put it this way, sir. 

I don’t know that an army is going to be required, but this is an 
important factor. Meats constitute a very large proportion of the 
daily expenditures of American wage earners and their families, and 
unless meat prices are controlled, we are not going to have effective 
cost of living control, and without effective cost of living control, 
there is no wage stabilization, and without wage stabilization and no 
cost of living control, we have utter economic chaos, utter economic 
chaos in this country, and if that is what we want to see, then I say, 
the thing to do is to decontrol meat, and not let the cost of living 
be controlled, and let wages run hog wild, and let the whole economy 
run hog wild, and then, where would we ever get the money to pay 
for the military production that we will need in this country ? 

We just won’t do it. : 

So I come back to saying we need the meat control in order to be 
able to do an effective job on wage stabilization. 
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Mr. Tatie. Well, I have always had reservations against selective 
controls. I said.so in the fall of 1947 when the then Secr ‘etary of 
Commerce, Mr. Harriman, asked for them. I told him I didn’t think 
his plan would work. 

I said the same thing to the Wage Stabilization Board this year. 

I think the interdependency of prices, that fact alone, makes selec- 
tive price control unworkable. 

We permitted selective controls last year, but the President didn’t 
want them and did not use them. 

The Cuamman. If you will yield, the President wants all the con- 
trols in this bill, I can tell you that. 

Mr. Tate. Why did he come in so late? 

The CratrMan. Because he didn’t want to put them on until he 
thought they were necessary. 

Mr. Rurrenserc. You are not implying, are you, Mr. Congressman, 
that I am only implying selective controls on meat and nothing else. 
1 am just ti king about meat as an example. 

Mr. Tauix. No, sir; that is very clear. 

I want to relate another experience. 

I moved into a new community during World War II, and so I 
Was a newcomer as a customer in the shops. 

Well, I couldn't buy any meat. The reason why I couldn’t buy any 
was that the old customers got the meat, and-I didn’t complain about 
that. I think a merchant has the right to take care of his own cus- 
tomers first. 

1 knew I couldn’t buy any meat, but one day I got some because he 
mistook me for somebody else, and he found it under the counter and 
handed it to me and I paid for it and went home. 

I thought my daughter had ordered it. 

How about this under-the-counter trade that we were up against in 
World War II? 

Mr. Rurrenserc. Well, I just wonder, sir, whether that kind of 
practice is prevalent among the many, many very fine retail merchants 
that we have in this country. I just can’t believe that the American 
retail merchant is the rogue and character that he is made out to be 
by these many examples. 

I have got faith in the American people. 

Mr. Tauie. I notice that you advocate consumer subsidies, 

Mr. Rurrenserc. That is right. 

Mr. Tatie. Have you checked with the Commodity Credit Corpora- 
tion to determine whether the cost experience of World War LI con- 
firms what you stated in your statement ? 

Mr. Rurrenserc. In World War II, the subsidy program for food 
items cost the Government some $4 payee during that war period. 

Mr. Taurer. I have been told over $5 billion. 

Mr. Rurrenserc. Well, we spent $ $5.8 billion for all subsidies, in- 
cluding the subsidies we gave the copper miners, including the sub- 
sidies we gave on similar operations, but on food, if my memory serves 
me right, we spent $4 billion, and that prevented, I think, in the judg- 
ment of conservative people, at least a 10- to 15-percent increase in 
the cost of living during the war, and a 10- to 15-percent increase in 
the cost of living would have meant a $20 to $30 billion increase in 
expenditures by American consumers because there is a very clear 
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estimate that for every 1-percent increase in the cost of living, con- 
sumers spent $2 billion more per year, and if the cost of living were 
to go up 10 percent, that would mean $20 billion. 

By using food subsidies during the last war, on which we spent 
only $4 billion, we saved the consumers some $20 billion. 

I think that was far more equitable than not to have food subsidies 
and force the American consumers, many of whom could not afford it, 
to pay part of that $20 billion increase. 

Mr. Tatir. Do you think it is good finance for the Government to 
borrow money for the purpose of paying the grocery bills of its 
citizens ¢ 

Mr. Rurrenserc. I am not talking about borrowed money. I think 
we are talking about a pay-as-you-go program, in which we enact suf- 
ficient taxes to pay the cost of running the Government, and I think 
a fair and equitable tax system, based upon the ability to pay, is a 
far more proper way to distribute food costs than to force low-income 
individuals who can’t afford to pay, to pay higher prices because you 
have not effectively controlled food prices, far more equitable that 
it be done on a subsidy basis, as I explained before, than it is to do it 
the other way, without controls. 

Mr. Tatxie. That is all, Mr. Chairman. 

Mr. Core. Mr. Chairman. 

The CuarrmMan. Mr. Cole. 

Mr. Corr. I am sorry that we don’t have the time to hear these 
people who are with you, Mr Ruttenberg. Frankly, as a member of 
this committee, we often like to have the opportunity to discuss these 
problems with the members of the various organizations represented 
by the witnesses here. 

Mr. Rurrensere. Why don’t you let me call one or two of them up ? 

Mr. Cour. We have another witness coming on. 

Mr. Rurrenserc. As a matter of fact, we have a very fine witness 
here, the wife of a former Congressman, who is a CIO member in 
Chicago. 

Mr. Cote. I don’t have the right to do it. I just threw that out. I 
will say this to the people here, that I will be very delighted to vist with 
ther in my office. 

Now, Mr. Ruttenberg, I wanted to ask you if you have the rate of 
trading on the commodity exchanges for 1948, 1949, and 1950, and 
thus far for 1951, on the various commodities ? 

Mr. Rurrensere. I didn’t understand. 

Mr. Coxe. The rate of trading. 

Mr. Rurrenperc. The rate of trading? 

Mr. Corr. Yes. 

Mr. Rurrenserc. You mean the average amount of down payments 
made ¢ 

Mr. Corr. Yes. 

Mr. Rutrenserc. Margins? 

Mr. Corr. Yes. 

Mr. Rurrenserc. I think the average margins, as Mr. Patman 
pointed out this morning, are running at about 14 percent. 

Mr. Cotz. Oh, no. How much money was put over the barrel head 
in trading? 

Mr. Reurrenserc. On commodity speculation ? 
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Mr. Cotz. Yes. 

Mr. Rurrenserc. Offhand, I don’t have the figures at my finger- 
tips. You probably have them. 

Mr. Corxz. No; I don’t have them. 

Mr. Rurrensere. I think they are easily available. We could make 
them available to the committee if the committee doesn’t already have 
them. 


Mr. Coir. What is the difference between the trading on the com- . 


modity exchanges in 1948 and 1950? 

Mr. Rurrenserc. When the Korean situation started, obviously it 
looked like we were going into a war situation. There was a scare- 
buying program. People, realizing there was a scare-buying program, 
and realizing there were going to be price increases, moved in and 
took advantage of the situation. 

Mr. Corr. How much did they move in and take advantage of it, 
over and above what they did in 1948? 

Mr. Rorrenserc. I think in 1948, during the early part of 1948, 
you had somewhat the same situation, and as I recall, there were 
efforts made at that time to get control over commodity speculation. 

As I remember, the bill introduced by Congressman Spence himself 
had commodity speculation provisions in it. 

Mr. Corr. What was the turn-over in 1948 as compared with 1949, 
with respect to trading on the commodity exchanges ? 

Mr. RurrenserG. I am sorry, sir, I do not have the figures. 

Mr. Corr. Well now, with those figures used by you 

The Cuatrman. Will the gentleman yield? 

Mr. Core. Yes. 

The Cuarrman. Will the gentleman yield for a question ¢ 

Mr. Cote. Surely. 

The CuHatrman. We had the provision against commodity specula- 
tion last year. It was taken out by the House. That provision has 
always been reported out by this committee. 

Mr. Coir. Now you made a statement, out of the text of your writ- 
ten statement, with respect to the relation of trading on the commodity 
exchanges, and the inflation impact following the commencement of 
the war in Korea. 

Mr. Rourrenserc. Yes, sir. 

Mr. Core. Will you repeat that for me so we can get it in context 
here ? 

Mr. Rurrenserc. Well, I think I was trying to say this: That be- 
cause of this anticipatory inflationary situation, in July and August 
of 1950, many people who had a little bit of money, and who knew 
how the commodity market operated, moved in, and not having to 
place very much of a down payment, forced the prices up, through 
speculation on the exchanges. ; 

Mr. Corr. Now I want to stop you there. 

How do you know that people moved into the market and forced 
prices up by buying on the commodity exchanges? How do you 
know that ? 

Mr. RurrenserG. Do you mean to deny that it happened / 

Mr. Core. I am not denying anything sir. I am as much interested 
in this as you are, I assure you. 

I am asking a question, and I just want to know how you know. 
I don’t know. None of the witnesses have been able to tell me, frankly. 
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Mr. Rurrenserc. An examination of the record, I think, will show. 

Mr. Cote. All right. Then what is that record ¢ 

Mr. Rurrensere. I think, if you look at—well, I guess the volume 
of sales on the commodity exchange. 

Mr. Core. That is what I am getting at: Now what is the difference 
between the volume of sales, thus far, in 1951, from 1948, 1949, and 
1950? 

Mr. RorrenverG. I wish I had the figures at my fingertips. But I 
would guarantee to you, sir, that I can find figures that will indicate 
what we are talking about to be the truth. 

Mr. Cote. That is what I want. 

Mr. Rurrenserc. I will be glad to submit them. 

Mr. Coz. I have asked for them before, and I would like to see them. 
Because it could be true, you understand. I am not disputing it. I 
am just trying to find out what the facts are. 

Let me point out further: Now in 1948, there was a distinct rise 
in prices, about the middle of the year. Then, if your theory were 
correct, the purchases on the commodity exchange ‘during the early 
part of 1948 would have been greatly in excess of what they were in 
1947, if that caused prices to rise. 

In 1949, and about the middle of 1948, the volume of trading on the 
exchange must have dropped considerably because prices dropped con- 
siderably, if your theory is correct. And during all of 1949 prices 
were comparatively low. Therefore, under your theory, the commod- 
ity-exchange volume must have been comparativ ely low. 

Now, what I want to know are the facts and if you will put them 
in the record I will be happy to have them, which will indicate to 
me that the trading on the commodity exchanges had anything to do 
with the price rise of commodities. 

There 1s one thing more I want to say to you. If you will examine 
the consumer price “index of the Bureau of Labor Statistics, if you 
will examine the residential construction contracts which have been 
awarded, if you will examine the business activity of that same index, 
the wholesale prices of that index, the money turn-over, and so on, 
they follow pretty much those same ups and downs. 

IT am not sure, and I don’t know—and if I can be shown, I want 
to know—I am not sure what the real impact is of trading on the com- 
modity exchange, because for every purchase there is a sale, and for 
every sale there is a purchase. And I am not sure, but that trading 
on the exchange is a leveling off of the economic impact. 

I think it may follow the market, sir, rather than push the market. 

Mr. Rurrenserc. Where you have legitimate hedging, you have a 
sale for every purchase. 

Mr. Cotz. Oh, no, my dear sir 

Mr. Rurrenserc. But where you have speculation, you have theo- 
retical purchases offsetting theoretical sales. 

Mr. Coxe. I, as a hedger, go into the commodity exchange, and do 
exactly the same as the man you claim to be a gambler, and who is ex- 
actly the same gambler as the man who hedges, or a man who buys a 
house and gambles the price will rise, or the man who buys the car 
and gambles that the price will rise. 

Sure they are gamblers. All competition, all private enterprise, 
every time that you ask for a wage raise, anticipating that you are 
going to need it, you are gambling. 
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Mr. Rurrensere. Let me get you the figures. I will put them in 
the record for you. 

Mr. Cote. Thank you. That is all, sir. 

(The information referred to is as follows :) 


CONGRESS OF INDUSTRIAL ORGANIZATIONS, 
Washington, D. C., June 4, 1951, 
Hon. BRENT SPENCE, 
Chairman, House Banking and Currency Committee, 
Washington, D.C. 

Dear Sir: You will recall that during my testimony before your committee on 
May 21, Congressman Talle, of Iowa, questioned me about the relationship of 
trading on the commodity exchanges with price fluctuations in the post-Korean 
period. At that time I stated that I would submit detailed evidence to prove 
the relationship between abnormally heavy trading in the commodity markets 
and rising commodity prices since Korea. 

Congressman Talle indicated that he did not think such information was 
available. This letter contains the specific information, and I hope that it will 
be placed into the record of the committee’s hearings at the appropriate place. 

The Congress of Industrial Organizations is on record in support of an amend- 
ment to the Defense Production Act to grant authority to the President to place 
margin requirements on commodity-market purchases. Such authority, we 
believe, is an essential part of an over-all stabilization program. 

The act, as it now stands, specifically exempts the commodity markets from 
control. As a result, the Government, because it has no control over margins, 
has been unable to affect the amount of inflationary trading on the commodity 
markets in the months since Korea. 

While margins for purchases on the stock exchanges were increased to 75 
percent, the commodity exchanges were left scot free. There has been no re- 
straint on speculators to gamble in the commodity exchanges and push up prices. 

The volume of trading in the commodity markets skyrocketed as soon as the 
Korean War started. The abnormal volume of trading served as a major factor 
tending to push up raw-material prices. It has acted as a serious inflationary 
pressure. 

The figures in the attached table I from the Commodity Exchange Authority, 
the Bureau of Agricultural Economics, and the Bureau of Labor Statistics bear 
out this point. 

The figures in table I for the commodities listed clearly show the abnormally 
heavy volume of trading in the 10 months that followed the Communist agression 
in Korea. This spurt in the volume of trading was true of every commodity 
on the exchanges except where, as in the case of potatoes, special factors were in 
play. 

Table I shows the percentage increase in the commodity-market price that 
occurred simultaneously with the increased volume of trading. For example, 
while flaxseed trading increased in volume by over 21,000 percent, the price 
went up 20 percent; while soybeans went up 2,376 percent, their price went up 
57.7 percent; while cotton trading increased in volume some 65 percent, the price 
increased by 82 percent. 

Table II shows the actual volume in futures trading as reported by the Com- 
modity Exehange Authority. This table compares the 10-month period im- 
mediately after Korea to a similar 10-month period a year previous. It shows 
the actual tradings in the Chicago Board of Trade, the New York Cotton Ex- 
change, the New York Produce Exchange, and the Memphis Merchants Exchange 
Clearing Association. 

The conclusion from these figures is obvious: Actual volume increased con- 
siderably in the 10-month period after Korea, as compared to the same period a 
year previous. For example, table IT shows that oats increased in volume from 
581 million bushels to 1,241 million bushels; cotton, from 304,000 bales to 690,000 
bales; and so on, down the list. Each major commodity was traded more heavily 
in the 10-month period following Korea than in the similar period a year previous. 

We maintain that this sharp rise in trading tended to push up prices. The 
figures offered in table I reveal the percentage price increases for specific com- 
modities between July 1950 and April 1951. These price rises in the commodity 
markets in the period after the Korean invasion were both general and 
substantial. 
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Some fluctuation in the volume of trading in the commodity markets is normal. 
It is due to such direct economic factors as the size of the crop and the season. 
But the sharp rise in trading and prices after the Korean War can hardly be 
described as a fluctuation due to such direct economic factors. ES 

The spurt in commodity-market trading was connected with anticipated price 
boosts. In the commodity markets, as throughout the business community, the 
Korean invasion touched offi a wave of scare buying in anticipation of price 
rises. Under those conditions each succeeding trade in the commodity markets 
acted to push prices upward, since buyers anticipated further increases, A 
mounting eyele in commodity-market prices started immediately after Korea, 
and it continued until February when a leveling-off period was reached. 

Although we maintain that the extraordinary amount of trading acted as 
an inflationary pressure, we are not claiming that each percentage rise in the 
volume of trading increased prices by a similar percent. Factors other than 
the volume of trading were also involved in commodity-market price trends— 
size of crop and, as in the case of wool, the price in foreign markets. These 
other factors, however, are also present in normal times. The major difference 
after Korea was the abnormally heavy trading. 

It is to this. factor—abnormally heavy tr2uing—that we should turn our 
attention, Fortunately, this inflationary factor can be curtailed. The C1O main- 
tains that the volume of trading should have been curbed as soon as the com- 
modity prices started to shoot upward. 

There is no desire on the part of the CIO to interfere with the normal economic 
processes of the commodity exchanges. Those processes are an integral part of 
our economy. 

But the CIO does support the view that inflationary pressure active in the 
commodity markets should be—and can be—curbed. That has not yet been done. 

The Defense Production Act made it impossible to curtail the inflationary 
pressure of the sharp rise in the volume of commodity-market trading. The 
CIO, therefore, urges the Congress to amend the act to grant authority to the 
President to control the commodity exchanges. 

It is our firm belief that the establishment of legal margins for the purchase 
of commodities in the exchanges would tend to decrease the volume of trading. 
It would act to discourage gamblers from entering the markets for quick turn- 
over profits. It would curb inflationary pressures. 

The idea of margin controls on commodity-exchange purchases is neither 
radical nor new. Such margin controls of purchases in the stock exchanges 
have existed for many years under the administration of the Securities and 
Exchange Commission. In fact, SEC raised the legal margins on stock purchases 
to 75 percent in order to curb post-Korean inflationary pressures arising from a 
heavy volume of trading. Yet there is no Federal legal authority to establish 
margins on commodity-exchange purchases. Such purchases are made on the 
basis of margins as small as 6 percent to 10 percent. 

The small margins on commodity-market purchases—uncontrolled by any 
Federal agency—encouraged heavy trading in the markets. It attracted gamblers 
who saw the possibility of quick “killings.” It has served as an important in- 
flationary pressure in addition to others present in the national economy after 
the start of the Korean War. 

The price rises on the commodity exchanges fed into the price pipeline pushing 
up prices at all levels from the processor to the wholesaler and retailer. Price 
boosts on the commodity exchanges set off price movements that are felt some 
weeks or months later by consumers at the retail stores, Furthermore, increases 
in raw-material prices help to establish a price-boosting mood throughout the 
business community. In addition to raw-material price rises translated into 
increases at the retail level, such price rises also touch off anticipatory increases 
throughout the economy. 

The Congress should take advantage of the present leveling-off period to amend 
the act and to establish an over-all stabilization program. ‘The current rela- 
tive stability of prices is temporary. New price pressures will build up in the 
coming months as a result of shortages growing out of defense production. 

Now is the time to strength the Defense Production Act. One necessary 
measure that would add strength to the program of anti-inflation controls is the 
grant of authority to the President to establish margin requirements for com- 
modity-exchange purchases. 

Sincerely, 
STantey H. Rvurrenspere, 
Director. 
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TasLe I.—Percentage increases of future trading, all markets, and percentage 
price increases 
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TABLE II.—Volume of futures trading * 
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Mr. Chairman. 
Mr. Nicholson. 


This bill before us would stop 


Mr. 
The 
Mr. 
right ? 
Mr. 
Mr. 
Mr. 


NICHOLSON. 
CHAIRMAN. 
NICHOLSON. hedging; is that 
Rurrenserc. Legitimate hedging ? 

NicHoison. Yes. 

Rurrenserc. No. 

Mr. otiages son. This bill will stop hedging. Iam not talking about 
legitimate. I don’t know what legitimate hec lging is, and maybe you 
do, but I don’t. 

Mr. Rurrenverc. I think I tried to point out an example. 

Mr. Nicnotson. Well, what is the example‘ 

Mr. Ruvrenserc. Legitimate hedging is hedging in which a miller 
has a certain quantity of wheat on hand, he hedges against the future 
price, 6 or 7 or 8 or 10 months hence, when he would be consuming 
the wheat, and he hedges to the exact amount of wheat that he has on 
hand. That is legitimate hedging. 

But if you yourself, personally, not in the milling business, and 
not having any wheat on hand, move into the market, purely on 
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speculation, in the hopes that you can guess what is going to happen 
on the wheat market, and you buy or sell, long or short, then you are 
speculating and not hedging legitimately. 

Mr. Nicuotson. Well, this stops hedging, doesn’t it? 

Mr. Rutrrensere. It stops speculation, of people who are hedging, 
not having anything to hedge against, except their own judgment. 

Mr. Nicuotson. Then let me ask you, what would happen if brokers 
were not allowed to hedge, and buy the corn, wheat, and rye, or what- 
ever it is that they buy, on the market, and hedge against it? What 
would happen to he farmer that grows these crops? 

Mr. Rurrensera. Don’t misunderstand me, sir. I think the pro- 
vision which is now before this committee provides for the continuation 
of that legitimate hedging which you are talking about. 

I am talking about the illegitimate kind of hedging that results in 
speculation. 

Mr. Nicnotson. But it doesn’t say what is legitimate and what is 
not legitimate. Somebody has got to make that determination. 

Who is going to do that ? 

Mr. Rurrensere. Well, there can certainly be rules and regulations 
to govern the operation of the commodity exchanges, just as there are 
rules and regulations governing the operation of the stock exchanges. 

Mr. Nicnotson. Who is going to do it? 

Mr. Rurrensere. I don’t know whether it is the Federal Reserve 
Board that now has the authority over the stock exchange, or whether 
it be some other agency, but at least there are enough Government 
agencies, as you will admit, to take care of the situation. 

Mr. Nicuotson. Well, of course, I will admit there are too many. 
But that is not the question I am asking you. I am asking you who 
is going to decide whether or not hedging is illegitimate. That is all 
I want to know. 

Mr. Rutrrenserc. Well, what we are really talking about here is a 
change in the margin, which is required to operate on the exchange. 

For example, a person who is a miller, and who is legitimately 
hedging—it makes no difference to him, if he is a legitimate operator, 
whether he puts down 5 percent, 10, 15, 30, or 75 percent. Therefore, 
he will operate whether the margins are high or low. The legitimate 
hedger will be in market all the time. 

Mr. Nicnotson. He buys the farmer’s crop, doesn’t he ? 

Mr. Rurrenserc. That is right. 

Mr. Nicnoison. And then he finds, a little bit later, that he has 
got tohedge. And he hedges. And whether he is a miller or whatever 
he is, he is buying the farmer’s crop, and he is disposing of that man’s 
work for the year, isn’t he? 

Mr. Rurrensere. That is right, and the only thing I am saying 

Mr. Nicnorson. And you want to stop it? 

Mr. Rurrensere. No, no, not at all. 

Mr. Nicuorson. You said so. 

Mr. Rurrenserc. No, no, I didn’t say I want to stop that. You are 
putting words into my mouth. I didn’t say that at all. 

I said that by the margin regulation, you can keep an awful lot of 
the illegitimate hedgers out of the market. 

For example, if the administration had the authority to say that 
you had to have 75-percent margin before you could buy or hedge, 
on the commodity market, there would be less speculation, and there 





740 DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


would be less participation by illegitimate hedgers in the commodity 
market. 

Mr. Nicuorson. And less production, too ? 

Mr. Rurrenserc. No. Oh, I don’t think it has anything to do with 
production. Production doesn’t relate to—what about the stock 
market? They have recently raised the margin requirements from 
50 to 75 percent on the stock market. 

Mr. Nicuorson. If a farmer can’t sell his corn, or rye, unless he 
does it through these avenues which we have accepted, is he still 
going to keep producing ? 

Mr. Rurrenserc. He can still buy and sell as he sees fit. There is 
nothing in a margin regulation for commodity markets that would 
stop him. 

Mr. Nicuoison. I am talking about the farmer. I am not talking 
about the fellow that grows things, that works for a living, and takes 
care of the industry of the country, and everything. 

You are stopping somebody from trading in the commodity mar- 
ket. I mean you are throwing up obstacles to it. As a matter of fact, 
as I remember the last year we had a bill in the legislature that kind 
of knocked this thing over, didn’t it ? 

Mr. Rurrenserc. Well, the committee brought out a provision in 
the bill for commodity speculation, which the House voted down. 

Mr. Nicroison. Yes. 

Mr. Rourrenserc. Which I think was a mistake on the part of the 
House, in my humble judgment. 

Mr. Nicnortson. You still think it is a mistake, do you? 

Mr. Rurrensere. I certainly do, sir. That is why we are here ad- 
vocating that this committee again recommend commodity specula- 
tion, and we hope this time the Congress upholds the committee’s rec- 
ommendation. 

Mr. Nicwotson. Well, I know how you feel about it, but I don’t feel 
that way. 

Mr. Brown (presiding). Are you through, Mr. Nicholson ? 

Mr. Nicworson. Yes. 

Mr. Coir. Mr. McDonough, I was interested in what you had to 
say about the control of the production. For instance, if it were more 
profitable for a manufacturer to make a $5 shirt, there would be no $3 
or $4 shirts, and that something ought to be done to correct that. 

How would you propose to do that? 

Mr. Coir. Yes. How are you going to legislate that ? 

Mr. Brown. Yes. How are you going to legislate that ? 

Mr. Rurrenserc. There are two or three ways to approach the prob- 
lem. 

Let’s assume that you have a manufacturer of shirts who makes $3 
shirts, $4 shirts, and $5 shirts, and it is obviously more profitable to 
make $5 shirts, so without controls he disregards the continued pro- 
duction of $3 and $4 shirts and puts out only the $5 shirts. 

Mr. Corr. What do you mean “without controls” ? 

Mr. Rurrenserc. And further because there is no control over the 
quality of the goods he will use the goods he used to put in the | 3 
shirts and put it in the $5 shirts and make a double profit. 

Now, what can be done? Simply this: You could say this manufac- 
turer has in the past used a certain number of yards of goods to pro- 
duce a certain number of $3 shirts. He should continue to do that. 
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The same for $4 shirts and $5 shirts, by a process of allocation, and 
thereby coordinating the allocation program of the goods to the price 
control of the goods. 

Mr. Cor. Well, suppose he doesn’t even ask for any of the lower- 
priced material and only asks for an allocation of the higher-price 
material. You can’t force him to take yardage that he used before. 
In other words, you can’t force the manufacturer of shirts to ask for 
an allocation of the low-cost material in order to make $3 shirts. 

Mr. Rurrenserc. No, you shouldn’t force anybody to do anything, 
T assume, but if you told that certain shirt manufacturer that he could 
get only enough goods to continue to produce the number of $5 shirts 
that he always produced, and no more, and that the goods that he 
used to get for the $4 shirts and $3 shirts, he will not any longer get 
if he refuses to produce those shirts, then I think you have some kind 
of a control over his operation. It is the kind which is necessary if 
we are to continue to avoid the profiteering and speculation result- 
ing from the elimination and curtailment of the production of low- 
price line items. 

You don’t tell the man that he has to produce the $4 shirt or the $3 
shirt. You just tell him that he can get only enough goods to produce 
what he used to produce before you had this regulation. 

Mr. Corr. You have got Government in business ? 

Mr. Rurrenserc. Well, Government is running all kinds of busi- 
ness these days in the interest of the national effort. When we can 
tell an automobile producer that he cannot produce automobiles but 
has to produce tanks, I think you can also tell a shirt manufacturer 
that because of the national emergency he has got to produce $3 and 
$4 shirts. 

Mr. McDonoven. But you make it profitable to the producer of 
automobiles to make tanks. The Government does not go in and con- 
fiscate his property. 

Mr. Rourrenserc. Well, an examination of the current profit levels 
of the cotton goods or shirt manufacturers would indicate that all 
you are doing is telling this man to continue to make the same profit he 
has always made by continuing to produce the things he has. 

But what he wants to do is to make more profit than he has made and 
that is what we object to. 

Mr. McDonoven. In other words, suppose the manufacturer then 
would discontinue making the $5 and $4 shirts, and would ask for 
yardage enough to make twice the number of $3 shirts. Would you 
say that he should be given more of the $3 yardage than he had before 
in order to keep the price down ? 

Mr. Rurrensera. No, I would say he ought to be allocated yardage 
to the basis of his past production record. 

Mr. McDonoven. Suppose the market does not absorb it? Sup- 
pose he has not got any market for it? Suppose the people want $5 
shirts and do not want $3 shirts? 

_ That happened in World War I, when we were paying $16 for silk 
shirts. And you know it if you were around at that time. 

Mr. RurrenserG. I am afraid I was, 

Mr. McDonovan. Then you know what I am talking about, when 
labor got high rates, they bought $16 silk shirts as fast as they could 
buy them, 
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Mr. Rurrenserc. I do not think it was too prevalent with wages 
what they were during the First World War period. 

Mr. McDonoucu. Well, suppose there was no market for the $3 
shirt, and they wanted $5 shirts? 

Mr. Rurrenserc. Do you really believe there would be no market 
for a $3 shirt. 

Mr. McDonoven. Iam not saying that. I know that so far as many 
commodities today are concerned, the public will buy them regard- 
less of what price they pay, just to get them. 

Mr. Rurrenperc. Will they? 

Mr. McDonoveu. Yes. Well, they are—the retailer is in a bad 
spot now because he has got big inventories. 

Mr. Rurrenserc. See what is happening to retail sales. In total 
volume they have dropped. 

Mr. McDonovenu. That has only been effective for a short time now. 
Just previous to that, say 6 months ago, the consuming public was 
buying as fast as it could buy, anything it could get. 

Mr. Rurrenserc. They are not buying now. Maybe it is because 
the price lines that they are able to buy are higher than they want 
to pay. 

Mr. McDonoven. In other words, you do not admit that the $3 shirt 
manufacturer should ask for twice the amount in order to keep the 
price down, if you control it? 

Mr. Rurrenserc. I am just saying that under a quality controlling 
regulation, you ought to have the first basic premise, which is to con- 
tinue that manufacturer producing according to his normal pattern. 

Then if it becomes necessary to make some alterations because of 
what is happening to the market, then there is recourse to be made 
to the allocation authorities to get relief from it, in one way or the 
other, whether he find he does not want to produce $3 shirts anymore 
and wants to produce $5 shirts or vice versa. 

But the first consideration is to continue operations in the same 
proportions as they have been in the past. 

Mr. McDonoven. That is all, Mr. Chairman. 

Mr. Brown. Mr. Ruttenberg, we are very happy to have you. 
Thank you for your statement. 

(The following communication was submitted for inclusion in the 
record of the hearings :) 

GENERAL ELEcTRIC Co., 
New York N. Y., June 6, 1951. 
Hon. BRENT SPENCE, 
Chairman, House Committee on Banking and Currency, 
Washington, D.C., 

DEAR CONGRESSMAN SPENCE: In case anyone has been misled by the distorted 
and highly inaccurate picture of General Electric profits offered your committee 
in Mr. James B. Carey’s irresponsible testimony on this subject recently, we 
respectfully ask permission of your committee to have the record corrected. 


ERRONEOUS TESTIMONY 


Throughout his testimony, Mr. Carey repeatedly refutes himself on statements 
of figures regarding General Electric Co. Thus, in answer to Mr. Buffett’s ques- 
tion on General Electric Co. profits for first quarter of 1951, Mr. Carey implied 
that they were higher than in the same quarter of 1950. When Mr. Buffett was 
startled by this answer, Mr. Carey made the statement that General Electric Co. 
“made 39 percent on the investment made by the stockholders” for the first 
quarter 1951, and suggested that he thought it quite possible that the profit for 
the same period in 1950 was even higher than 39 percent. 
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For your information the following are the facts about our quarterly figures 
as submitted to the Securities and Exchange Commission (copy attached) : 





| First quarter, | First quarter, 
1951 1950 





Capital stock and surplus (stockholder investment) - - --.--- | $716, 388, 035 | $036, 782, 937 
Net income eas 34, 996, 395 } 
Net income for qu: arter extende d to annual basis ‘ 139, 985, 580 


rE 


| 

} 
Return on stockholders’ investment of capital and eee .-- percent 19.5 | 
Earnings as percent of sales : do | 6.1 
| 


Contrary to Mr. Carey’s statements, the above figures show that General 
Electric’s net income for the first quarter of 1951 was 5 percent less than for the 
same period in 1950. Also, the return on stockholder investment during the first 
quarter of 1951 was 19.5 percent compared with 25.2 percent in the same period 
of 1950. Again, the return on sales was 6.1 percent in the first quarter of 1951 
compared with 8.8 percent a year ago. 

We further want to point out that, whereas Mr. Carey seems mostly to refer 
to profits before taxes, there is in reality no such thing as a prolit before taxe 
A profit is the net amount earned after all expenses, including taxes. 

; RETURN ON INVESTMENT 

It will be noted that Mr. Carey chooses to refer to return on stockholder 
investment rather than the return on the sales dollar. We judge that the meim- 
bers of the committee are sufficiently well versed in financial matters to under- 
stand the pointlessness of relating profits.to stockholder investment when com- 
paring results obtained under noncomparable circumstances within a given com- 
pany or by two different companies. For example, as shown on page 32 in the 
attached 1950 Annual Report of the General Electric Co., GE earned only 9 percent 
on its capital investment during the year 19385, but earnings expressed as a per- 
centage of sales were 12.3 percent, which contrasts vividly with the 1950 and 
1951 figures shown above. 

In addition to Mr. Carey’s having reported our return on investment as practi- 
cally double what it actually is, his testimony seems to indicate that there 
is some virtue in low return on investment and some rascality connected with any 
high return on investment. Just the opposite is usually the case when selling 
at competitive prices, as the producer with the highest rate of return on his invest- 
ment is normally the one who has done for people what they want done and yet 
has utilized not only the smallest amount of materials and labor in the product 
itself but has also immobilized the smallest additional amount of materials 
and labor in his plant, machinery, inventories, and other investinent. 

A farm boy who bought a young steer for $100 at a county court day sale 
and sold it to his neighbor for $110 a few hours later on his way home could 

easily show a 3,000 percent return on investment figured on the annual average 
basis applied to a corporation’s investment in plants, designs, machinery, 
inventories, accounts receivable, ete. 

A grocer who rents his store and hires his trucking will have a much higher re- 
turn on investment, although he may have less actual earnings in dollars, than 
would be true if he owned his store and his truck, all other things being equal. 

Likewise, a manufacturer may be just an assembler, or he may go to the 
othere extreme and own all the necessary facilities right back to the mine or 
the forest; such an assembler, all other things being equal, will not make as 
much money but will make a much higher return on his investment. 

There are other elements such as whether or not a concern sells for cash or 
on credit. In our own ¢ase, all other things being equal, we would make more 
dollars but a smaller return on investment if we provided all our own facilities 
instead of making purchases from other business concerns amounting to more 
than half the value of our completed product. 

In short, a particular rate of return on investment is no sign either of virtue 
or of rascality. But under a given set of conditions, an improvement in the rate 
earned on investment indicates a creditable performance for a manager and 
a good social and economic service to the public, since, with all other things 
being equal, he has been able to get out the goods people wanted, do an efficient 
enough job to earn a profit within the competitive price available, and yet have 
a smaller amount of materials and labor immobilized in fixed property in rela- 
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tion to output and profit. Likewise, there is no virtue in a lessened return on 
investment, with all other conditions remaining the same, because it Would 
indicate that the management is to some degree going in the direction of waste- 
fully using a Mack truck to deliver a postage stamp. 

In addition to the foregoing, it is generally recognized that any statement of 
return on investment as carired on the books is fictitious as an accurate ex- 
pression of relationship, because it does not recognize the current reproduction 
cost of the facilities and therefore does not equate what is being compared 
in terms of the drastically changed value of the dollar. This, along with in- 
flated replacement cost of inventories, results in a statement of what have been 
called fictitious profits by various prominent economists. In essence, it means 
that current profit figures based on a percentage of equity are very substantially 
overstated. 

RETURN ON SALES DOLLAR 


Most people, as even Mr. Carey concedes, tend to set 10 percent as a moderate 
profit that would influence them in risking their savings in a business of their 
own. They tend to set 10 cents as the least they are entitled to get from a 
sales dollar, even from companies like General Electric and the more efficient 
ones among its competitors. They recognize that there are the ups and downs 
of good and bad times, of tough or reckless competition that may affect the re- 
sults accomplished by management. They recognize also that the best-managed 
concerns may sometimes earn more than 10 cents on the sales dollar—even 
after meeting competitive prices. ; 

Mr. Roosevelt’s administration was seldom charged with favoritism toward 
business. Yet ex-GI’s were advised by the New Deal on how they could get into 
business on their own and what they had a right to expect from a successful 
business. Here is an extract from a Government pamnvhlet, typical of instrue- 
tions given in many such Government pamphlets distributed to returning soldiers. 
“A business, according to accepted practice, should make at least a 10 percent 
profit clear.” 

The pamphlet emphasizes that “this percentage is * * * on the selling 
prices, on the amount charged to customers,” and says further, “this is a most 
important consideration.” 

You may be interested to note that over the last 30 years General Electric 
profits have ranged from 16.1 cents (in 1937) to 3% cents (in 1943)—the average 
profit for the 30-year period being under 9 cents on each sales dollar and, thus, 
a little below the minimum expected of most companies. 

Also, as the number of employees and the volume of sales expanded, the profit 
on sales decreased from an average of about 13 percent for the 5 years prior to 
World War II to about 744 for the 5 years following World War IIl—and was 
8.8 percent in 1950. 

In our attached commentator Is This the Way, we point out that, despite a 
86 percent increase in dollar volume for the first quarter of 1951 over the com- 
parable quarter for 1950, the net profit per sales dollar has dropped from 8.8 
cents to 6.1 cents for the General Electric Co., as already indicated. Although 
we have not made a study of profits for other corporations, the National City 
Bank recently reported in its monthly letter that a survey of the first-quarter 
reports of 550 corporations indicated an average drop in profits per sales dollar 
of approximately 14 percent from the first quarter of 1950. 


PROFIT PER EMPLOYEE 


There is not necessarily any significance to the amount of profit per employee. 
The employee under proper conditions is paid what is right for the skill, care, 
and effort he applies to getting things done within the area under his control, 
no matter if his employee is making big or little profits or operating at a loss. 

The contributions made by the employee, made by the owner’s investment in 
arm-lengthening equipment and other facilities for production, and made by the 
imagination, energy, and other capacity of management, vary quite widely in the 
different types of activities. 

The employee's contribution is relatively constant within narrow limits where- 
as the owner’s contribution in terms of arm-lengthening tools may and does vary 
quite widely. Typical cases would be such as the chemicals and allied products 
industry where the investment in ‘1946 was running at $24,515 per employee 
whereas in the same year the investment per employee in the textile apparel 
industry was reported to be running at $3,409. 
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Again, while the hourly employee’s contribution may be remaining quite con- 
stant within the relatively narrow limits of the skill, care, and effort he can put 
forth, the man he works for may multiply the value of his output, together with 
earning a considerable profit or suffering a like loss in areas beyond those affected 
by the employee, through the greater or lesser engineering or selling or other 
professional or managerial skill the owner brings to the business. The earnings 
of a doctor or dentist may be many, many times the earnings of a nurse employed 
in the office. In a manufacturing or wholesale or retail business, the profit or 
loss per employee will vary within extremely wide limits depending on the skill 
and reputation of the magament, the degree to which things are bought outside 
or produced in owned facilities, and whether the business requires a highly 
specialized or a very routine activity. Obviously taxes, the ability of the busi- 
ness’ competitors, and many other factors enter into the amount of profit and 
the amount of profit per employee. Two businesses across the street from each 
other in the same line with the same number of employees will make very 
widely different profits or losses. Again, some businesses have lots of expensive 
automatic equipment and few employees, whereas others have lots of employees 
and little equipment. 

You may be interested to note from the attached material that our profit per 
employee has risen only 43 percent in the last 10 years whereas our payroll has 
gone up over four times. 

Since capital equipment and construction costs have roughly doubled in that 
period, our profit per employee—in terms of the purchasing power of the dollars 
needed to preserve old jobs and provide additional ones—has decreased consid- 
erably since before World War II. It may also be observed that the number 
of GE employees more than doubled—from 85,746 in 1940 to 183,800 in 1950— 
which is more than double the rate of increase of employment opportunities in 
manufacturing generally. 


ACCELERATED AMORTIZATION 


In discussing accelerated amortization, Mr. Carey suggests in his testimony 
that General Electric more than doubled their plant facilities “largely at the ex- 
pense of the public” through the tax amortization program. This, of course, is 
patently untrue, as the record clearly indicates. 

During the past 10 years General Electric Co.’s expenditures for plant and 
equipment have amounted to about $571,000,000, of which only approximately 
$54,000,000 was subject to the accelerated amortization. The remaining $517,- 
000,000 of our investment in plant and equipment during this period has been 
subject only to normal depreciation at rates endorsed by the Treasury Depart- 
ment for Federal income-tax purposes. 

We have at the present time in the planning stage a number of plant expan- 
sion projects. Some of these are related to the present defense effort, and we 
have applied for certificates of necessity on these. In addition to these projects, 
however, the company is continuing to invest substantial sums of the stock- 
holders’ money in facilities for which special amortization will not be re- 
quested despite their obvious aid in defense production. 

We assume that the committee is thoroughly familiar with the objectives of 
the accelerated tax amortization program. The program grows out of the 
problem facing the Government in securing defense supplies where existing pro- 
duction facilities cannot do the job, and it would be uneconomical for the 
Government itself to build new facilities for the production of such items with 
the prospect that such facilities would remain idle after a few years’ use pro- 
ducing munitions. By granting tax incentives to private business corporations, 
the Government is able to obtain the needed war production with a far smaller 
initial outlay of the public’s money and at a substantially smaller net pro- 
duction cost. There are phases of defense production for which no company 
would construct facilities, simply because peacetime sales possibilities are too 
low and existing facilities are more than ample to supply the demand. 

In its June publication, the Guaranty Trust Co. pointed out that— 

“If the defense facilities become surplus before the 5-year amortization period 
is over, then the tax concession is clearly insufficient to protect the company 
against loss. That is a risk which every company responding to the Govern- 
ment’s appeal for plant expansion must take.” 


83473—51—pt. 27 





746 DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


APPRAISAL BY MR. KEYSERLING 


The views and proposals on the stabilization program which Mr. Carey ad- 
vanced before your committee were apparently also stated by Mr. Carey at a 
recent meeting in Washington of Americans for Democratic Action, according 
to press reports. For whatever significance it may have, in view of your 
committee’s interest in the subject, your attention is directed to the following 
commentary reported in the Bureau of National Affairs Daily Labor Report 
for May 18 which compares Mr. Carey’s views with those of Mr. Leon H. Key- 
serling, Chairman of the President’s Council of Economic Advisers: 

“Carey’s formula for dealing with inflation prices appeared to be at odds 
with policies endorsed by Leon H. Keyserling, Chairman of the President’s 
Council of Economie Advisers. Although Keyserling’s speech was prepared 
before Carey delivered his speech to the day-long meeting at the Willard Hotel 
in Washington, he in effect struck directly at some of Carey’s views on the 
stabilization program. Noting with approval that ADA and the speakers at 
his conference call themselves ‘liberals,’ the CEA Chairman warned in effect 
that support of anything less than an over-all program which would require 
sacrifices of everyone was gross deception. 

“He said * * * ‘it is necessary for the liberals at times to refrain from 
promising the common man the moon and green cheese when delivery is impos- 
sible. I believe that, in the current economic situation, the very high rate of 
profits should be subjected to more cost absorption before the wage earner or 
the farmer is asked to swallow more doses of stabilization medicine but some 
of the ideas about holding prices down and wages up, and levying more taxes 
upon the rich alone, sound like telling the average family that, if only the Govern- 
ment does the job right, that family can avoid entirely any share of the real 
cost of the national defense.’ 

“Keyserling asserted that this is not an intellectually honest approach.” 


GENERAL ELECTRIC’S RECORD 


We in General Electric are proud of our contribution to the welfare of our 
country. We are proud of what we believe can be regarded as an unusual record 
in helping to advance the American standard of living. 

In the attached Commentator entitled “Doing Our Best,” we point out General 
Electric’s truly outstanding record in lowering real prices over the past 10 years 
despite the steady drop meanwhile in the value of the dollar. While the over- 
all cost-of-living index had risen to about 81.4 percent above 1940, the cost 
of materials, labor, taxes and other elements entering into our industrial pro- 
duction had risen very substantially more than that during the same period, 
and yet our prices were very substantially lower than this over-all increase 
either in our costs or in the cost-of-living index. Our prices—for better quality 
and performance than 10 years previous—had gone up in that time on the aver- 
age only a little over 50 per cent above what they were at the beginning of the 
10-year period. 

This unusual accomplishment was made possible by our risking the increased 
investment in the engineering development, facilities, inventories and market 
development expense in connection with new products and new volume of old 
products. 

General Electric has continued to be successful only through pursuing its 
objective of providing steadily increasing real values which made available 
more and better goods to more people at less real cost in terms of the value 
of money. We are very proud of our profit hisvory, as we feel that our profits 
have both been reasonable and fully earned. We are not concerned with 
Mr. Carey’s latest allegations to the contrary, since they are quite customary 
as to us and as to many other large employers, but we are disturbed that the 
press reports of the hearing should indicate that some of your committee 
members may not yet be aware of the real facts. 

We feel that it is our diligent application to the balanced best interests of 
customers, employees, public, and owners which has enabled us: 

A. To supply more and more customers with an ever increasing quantity 
of goods—at competitive prices that represented steadily less real cost in terms 
of the value of money, 

B. To make available to more and more suppliers a constantly increasing 
market for their goods and services. We are presently buying from over 33,000 
individual business houses large and small. Last year we paid over a billion 
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dollars—somewhat over half our receipts from our customers—to these vendors 
for materials, for parts, for construction, for engineering work subcontracted, 
etc. With the additional load of defense work that is being put on us, the 
proportion of our sales dollar that is passed on to other business houses, and 
largely the smaller business houses, can be expected to be increased subtantially, 

©. To supply employees an ever-increasing number of jobs with good pay 
and other financial benefits, with good working conditions, and with good man- 
agement-employee relations in the further areas of communication, partici- 
pation, and rewarding association in the matter of personal dignity and human 


welfare, 5 
D. To pay the larger and larger taxes required for the support of various 


Government activities, and i : 

B. Still to have left, out of the competitive prices received, a profit that varies 
widely with the times and difficulties, but that has amounted to an average 
over the years which is reasonable and which has continued to justify the con- 
fidence of American investors—now numbering 250,000—who have risked their 
savings with us and who have thus done their important part in making it 
possible for us to achieve this significant contribution to the material welfare 
of our country. 

We are confident that your committee has no desire to condone irrespon- 
sible charges and allegations. In fairness, we request that you incorporate 
this letter as part of the record. 

Respectfully yours, 


Mr. Brown. Call the next witness, Mr. Clerk. 

The Crier. The next witness is Mr. Aiden Downer, assistant direc- 
tor of the national legislative service of the Veterans of Foreign Wars, 
who will present Mr. Omar Ketchum’s statement. He is accompanied 
by Mr. John C. Williamson. 

Mr. Downer. Mr. Chairman, this statement was prepared for pres- 
entation by Mr. Ketchum, who was unable to be here and I am here 
in his place. 

Mr. ell Give your name for the record. 

Mr. Downer. Aiden M. Downer. I am accompanied by Mr. John 
C. Williamson of our national legislative committee, and a consultant 
of our organization on housing matters. 


STATEMENT OF OMAR B. KETCHUM, LEGISLATIVE DIRECTOR, 
VETERANS OF FOREIGN WARS OF THE UNITED STATES; PRE- 
SENTED BY AIDEN DOWNER, ASSISTANT DIRECTOR, NATIONAL 
LEGISLATIVE SERVICE; AND JOHN C. WILLIAMSON, NATIONAL 
LEGISLATIVE COMMITTEE 3 


L. R. BOULWARE. 


Mr. Downer. Mr. Chairman and members of the committee, I am 
assistant legislative director of the Veterans of Foreign Wars of the 
United States, an organization composed of 1,200,000 veterans who 
have served their country in the Armed Forces during time of war, 
in hostile waters or on foreign soil. 

In the beginning, I wish to say that I do not pretend to be an 
expert on the many broad aspects of the Defense Production Act of 
1950 or of H. R. 3871, which proposes amendments thereto. We are 
primarily concerned with the provisions for rent stabilization and 
residential credit controls, and in general, my remarks shall be con- 
fined to these subjects. At our last national encampment we adopted 
resolutions which reflect the thinking of our 1,200,000 members on these 
two subjects. I am grateful to the committee for giving us this 
opportunity to express our views and hope that my remarks may be 
of some benefit in resolving these perplexing problems. 
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The resolution of our national encampment and the subsequent 
action of our national legislative committee urge the continuation of 
Federal rent control until December 31, 1951, and also urge the 
contimuation of provisions for local determination. 

Some years ago in testimony on the continuation of rent control 
I urged the appintment of properly balanced local committees which 
would act as a board of review and of appeal in disputes between land- 
lords and tenants. I recommended that the committees should have 
a veteran representative and a chairman who was neither landlord nor 
tenant, but that landlords and tenants should be members of the com- 
mittee and should have a voice in the decisions but should not have the 
final word. 

This committee saw fit to accept my recommendations. Today there 
are almost 400 active rent advisory boards functioning in the com- 
munities which are under Federal rent control and there are over 
3,000 public-spirited citizens unselfishly giving their time to serve 
their country and their community in adapting the Federal rent-con- 
trol law to the special problems of their community. I believe Housing 
Expediter Tighe E. Woods is to be commended for the efforts he has 
put forth to carry out this legislative mandate. 

I know that a great many people in administrative agencies feel 
that local advisory committees are a nuisance and do not contribute to 
the efficient administration of a Federal law. The record shows very 
clearly that the local rent advisory board idea which this committee 
adopted and incorporated into the rent-control law has made a tremen- 
dous contribution to efficient and economical administration and to 
the protection of tenants and landlords. 

The establishment of local advisory boards is merely a recognition 
of the fact that this vast country is composed of many dissimilar local- 
ities and, that a general rule which is suitable to one locality may 
require alteration to meet the particular conditions prevailing in 
another. Obviously, the residents of a particular locality are the 
persons best informed about the conditions in that locality and conse- 
quently the best qualified to recommend corrective action. 

The majority of the American people resent controls, and it is 
fundamental that, to be effective, any system of controls must have 
the public support and confidence. I believe that nothing will con- 
tribute to the public confidence so much as participation by the public 
at the local level. Consequently, it seems that the committee should 
give serious consideration to the use of local advisory boards in con- 
nection with all price and wage controls. A system that has worked 
so well in the field of housing might well make a substantial contribu- 
tion to the success of the over-all program. 

In connection with credit controls, I wish to remind you that the 
Defense Production Act of 1950 made it mandatory for the President 
to preserve the relative credit preferences accorded veterans for the 
acquisition of housing under the GI bill of rights. 

The committee may recall the discussion on the floor of the House 
during the debate on the Defense Production Act in August 1950, 
during which debate the veterans-preference provision was made man- 
datory instead of permissive. 

In October 1950 the Administrator of the Housing and Home Fi- 
nance Agency, pursuant to authority delegated to him by the Presi- 
dent, directed the Administrator of Veterans’ Affairs to promulgate 
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certain regulations on down-payment requirements for homes guaran- 
teed under the GI bill of rights. 

The Administrator of Veterans’ Affairs thereby lost control of the 
VA home-loan program and it soon became very apparent that the 
veterans’ home purchasers were to shoulder a disproportionate burden 
of the residential credit-control system. 

The proviso in section 605 of the Defense Production Act of 1950 
made it mandatory that the comparative down-payment requirements 
of FHA and VA be preserved. We seriously doubt that anyone will 
take issue with this meaning of the statutory language. 

We soon found, however, that this desired relativity required in the 
October 12 regulations on FHA and VA housing did not stand up 
under critical analysis, and that the relative veterans’ credit preference 
was not in fact preserved. 

For example, under VA the mandatory minimum down payment on 
a $9,000 house increased by $1,000; whereas the minimum down pay- 
ment of an FHA section 203 house increased by only $500; for an 
$8,000 house, the VA down payment increased $750 and the FHA $500. 

The FHA borrower on a $9,000 house was required to make monthly 
payment 5.8 percent higher than he was previously required, while the 
veterans monthly payment was increased by 12.8 percent. 

Prior to the imposition of the October 12 credit controls the average 
down payment of a veteran purchasing a home in the $13,000-$14,000 
price range was 24 percent, while the credit controls made 21.4 percent 
the minimum. For a $14,000-$15,000 home the average down pay- 
ment was 25.1 percent, while the credit controls made 23.6 percent 
the minimum. Consequently, the veterans in the income group buying 
homes costing more than $13,000 did not feel the impact of these con- 
trols to any appreciable extent. However, the veteran buying in the 
$8,000-$9,000 price range experienced an increase from an average of 
3.1 to 11.1 percent under the controls; for the $9,000-$10,000 price 
range, the average was only 5.3 percent, but the credit controls made 13 
percent mandatory. 

Therefore, not only is the veterans’ home-loan program bearing a 
disproportionate burden, but almost the full impact of the control 
program falls on the veteran who can buy only in the $8,000-$12,000 
price range. Incidentally, 8 out of every 10 homes guaranteed by the 
VA are in this price bracket. 

The Veterans of Foreign Wars of the United States is not alone in 
this contention that the residential credit controls discriminate against 
the veterans’ home-loan program. 

I am submitting for the record a release by the United States Sav- 
ings and Loan League, on the occasion of its last convention, charging 
such discrimination against the World War II veteran. 

Also for the record is an article from the May 1951 issue of the 
Mortgage Banker, entitled “Credit Curbs Hit Veterans Hardest.” 
The fact that neither of these organizations is on record in opposition 
to residential credit controls should attest to their sense of objectivity 
in this regard. 

(The information referred to is as follows :) 


News RELEASE, UNITED STATES SAVINGS AND LOAN LEAGUE Service, Cuicaco, nx, 


WASHINGTON.—The World War II veteran is being discriminated against 
under home restrictions recently promulgated over GI home loans guaranteed 
by the Veterans’ Administration. 
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This was contended today by HE. J. Rupert, president of the Broadview Sav- 
ings & Loan Co., Cleveland, Ohio, during a panel discussion at the fifty-eighth 
annual convention of the United States Savings and Loan League on prospects 
for home financing in 1951. 

Rupert produced statistics covering a comparison of new down payment and 
monthly payment requirements for VA guaranteed and insured loans of the 
Federal Housing Administration, both before and after the issuance of the recent 
regulations. The statistics showed: 

1. Down-payment requirements for a $10,000 house have been increased 86 
percent, from $700 to $1,300, for the GI home buyer. Meanwhile, for the per- 
son buying the same home under an FHA plan, the down payment rose only 17 
percent, from $2,300 to $2,700. 

2. Monthly payments on GI loans for the $10,000 house were pushed upward 
19 percent, from $44.36 to $52.73. At the same time, however, the FHA monthly 
repayment plan calls for only a 5-percent increase, from $45.91 to $48.16. 

Rupert carried his comparison one step further, and noted that ex-servicemen 
now applying for a loan on this house are recommended to have a monthly salary 
of $323, up 44 percent from the $225, which was suggested before new rules 
were put on the book. 

However, the recommended monthly pay of the buyer under the FHA program 
has been raised only 4 percent, from $232 to $240 each month. 


{From the Mortgage Banker, May 1951] 
Crepit Curss Hit VETERANS HARDEST 


(Here’s a look-back on some loans we made in the last half of 1949 and some con- 
clusions as to what would have happened had the curbs been in effect during 
that time) 


New mortgage-financed one-family homes sold during the latter half of 1949 in 
large metropolitan areas were bought mostly by veterans. These homes were 
mostly in the price range of $7,000 to $10,000 and usually financed with Govern- 
ment assistance with little, if any, down payment. 

These are partial results of a Bureau of Labor Statistics survey of the financ- 
ing, sales price, and rentals of new housing in nine leading metropolitan areas. 
The areas, in which about a fifth of all nonfarm 1-family houses were started last 
year, are Atlanta, Boston, Detroit, Los Angeles, Miami, Philadelphia, Pittsburgh, 
Seattle, and Washington, D. C. Custom-built houses were excluded. 

The survey suggests the great extent to which the new-housing market in 
metropolitan areas was dominated during the latter half of 1949 by veterans, 
many of whom obtained the most liberal terms possible under GI financing. 
Three-fourths of the purchasers in the nine metropolitan areas were veterans, 
almost half of whom made no down payments. 

Nearly a fifth of the veterans, surprisingly enough, did not buy their houses 
with VA assistance; of those who did, no down payment was made on almost 
70 percent of houses with a VA first mortgage and on 45 percent of those with 
an FHA-VA combination loan. Taking all VA-assisted transactions together, 
down payments were 5 percent or less in 80 percent of the cases. 

Veterans who paid nothing down and received GI-guaranteed loans had VA 
first mortgages financing more often than the more expensive FHA-VA combina- 
tion loan. This was possible because of the moderate sales price of the veterans’ 
houses, 7 in 10 of them being within the $7,000-to-$10,000 range. 

Even though, in general, the proportion of all buyers making substantial down 
payments on houses in the survey rose with the purchase price, the easier 
financing arrangements available to veterans caused this progression to be 
much slower for them. On houses priced at $10,000 or more (houses of over 
$80,000 excluded), 46 percent of the veterans made down payments of over 15 
percent, compared with 95 percent of the nonveterans. Practically no nonvet- 
erans, but a third of the veterans, paid 5 percent or less down on these higher- 
priced homes. 

If these financing arrangements in the survey areas during the latter half 
of 1949 are an indication, the conclusion is that the new credit regulations 
imposed on one- and two-family homes on October 12, 1950, will tend to fall most 
heavily upon veterans, even with the veterans’ differential. 
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Under the present credit curbs, if they had applied to the homes bought in 
the latter half of 1949 in the areas surveyed, it would have been necessary for 
the vast majority (around 90 percent) of the buyers with VA first and second 
mortgages to increase the down payment they made or buy a less expensive house. 

The impact of the new restrictions would have been much less severe on home 
buyers with FHA financing exclusively, but nevertheless 60 percent of them 
would have had to increase their down payments, had the regulations applied to 
the houses they bought. This is true even though down payments of over 15 
percent were made on 7 in 10, and of 25 percent or more on a fourth, of the FHA 
houses completed in the survey areas. In general, the new restrictions, had they 
applied, would have affected the purchasers of lower-priced houses to a greater 
extent than those buying higher-priced houses. 

The Bureau’s study, of course, does not show whether or not larger down 
payments could have been made, had they been required, and generally, of 
course, home financing is usually more readily obtainable under more favorable 
terms in metropolitan areas than in smaller places. 

On the whole, veterans bought less expensively than nonveterans, although 
the modest home was predominant in both groups; about 70 percent of the homes 
were priced at less than $10,000; 60 percent were in the price brackets from 
$7,000 to $10,000. Only a fourth of the veterans, but half of the nonveterans, 
bought houses selling at $10,000 or more. Among nonveterans a relatively small 
number—something over 10 percent—had new houses that cost them $15,000 or 
more. 

Government-aided home financing in particular is concentrated in metropolitan 
and urban centers. The &5 percent of one-family houses bought with VA and 
FHA loans in the nine survey areas is roughly twice the proportion for the coun- 
try as a whole during the July to December 1949 period. In addition to the 
15 percent bought without Government-aided financing, a third of the houses in 
the study had both an FHA-insured mortgage and a VA-guaranteed second mort- 
gage. The remainder were about equally divided between those receiving VA- 
guaranteed financing—30 percent—and those with FHA-insured mortgages— 
24 percent. Few houses had a second mortgage that was not VA-guaranteed. 

Mortgage companies were by far the leading source of new-home financing in 
the nine survey areas during the latter half of 1949. They accounted for 45 
percent of the first mortgages, as compared with about 20 percent each by banks 
and insurance companies. Mortgage companies provided half the 100-percent 
financing through a first mortgage and savings and loan associations about a 
fourth. Banks were the source of a large part of the remainder. 


Now, as to the remedy we propose, we are aware of the recent veto 
message of the President on H. R. 3096, in which he expressed concern 
for what appeared to be “a gradual trend on the part of the legislative 
branch to participate to an even greater extent in the actual execution 
and administration of the laws.” Although we must appreciate the 
President’s concern in this matter, we are, “nevertheless, mindful that 
sometimes it is the old question of whose ox is being gored. Here, in 
our opinion, is a case of the administrative agency - concerned failing 
to preserve a veteran’s relative preference which the Congress made 
mandatory. 

We recommend, therefore, that the committee amend section 605 of 
title VI of the Defense Production Act of 1950 by adding another 
proviso as follows 

And provided further, That this section shall not be applicable to any loan on 
real estate which hereafter may be made, insured, or guaranteed by the Veterans’ 
Administration pursuant to the Servicemen’s Readjustment Act of 1944, as 
amended, and the cost of which real estate does not exceed $12,000. 

We concede the fact that this proviso goes a step further than the 
preservation of relative veterans’ preference. The national legislative 
committee of the VF W in November 1950 also considered this in enun- 
ciating this policy of our organization. 

The GI home-loan program is a veterans’ benefit enacted by the Con- 
gress in 1944 and strengthened in 1945. The program was intended 





752 DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


to benefit the returning veteran, particularly the low- and middle- 
income veteran, by providing him with the opportunity of home own- 
ership for a period of 9 years after discharge without the necessity 
of making a down payment. 

This was a veterans’ benefit which we believe should be preserved 
within the framework of any target that might be set for residential 
construction. Surely, it can be preserved within the 850,000 housing- 
unit target set by the Housing and Home Finance Agency during the 
year 1951. 

We recommend further that the Defense Production Act of 1950 
be amended so as to return full authority and control of the veterans’ 
home-loan program to the Administrator of Veterans’ Affairs. The 
delegation by the President of authority to the Housing and Home 
I‘inance Administrator to impose credit curbs on the veterans’ pro- 
gram results, in our opinion, in a whittling away at the role of the 
VA as administrator of the Servicemen’s Readjustment Act. 

While on the subject of housing, I trust the committee will forgive 
my reference to a subject which, although not part of the pending 
bill, is certainly pertinent to the subject of veterans’ housing. The 
recent unpegging of the Government bond market and the increase in 
yield of long-term Government bonds has started a whirlwind of 
comment about the status of the 4 percent VA home loan. Pressure 
appears to emanate from certain industry elements to the effect that 
the VA interest rate should be increased to 414 percent in order to 
counter the increased yield in Government bonds. The VFW, I am 
confident, will oppose any attempt to increase this interest rate, and 
we point to the direct loan authority of the VA and the secondary 
market for GI loans in the Federal National Mortgage Association 
as sufficient to assure a study flow of mortgage money in the veterans 
home-buying market. 

Thank you again for this opportunity to present the views of the 
Veterans of Foreign Wars. 

Mr. Brown. Mr. Wolcott desires to interrogate the witness. 

Mr. Wo corr. I want to comment on the fact that I do not think 
this committee realized that there had been so much discrimination 
against the veterans. 

I am in accord with the witness on his statement that they are true, 
and I assume they are true, because of the source from which they 
came, and if that is so, something should be done about it. 

I think we can give the veterans of foreign wars the assurance 
that in the discussion of this bill, something will be done about it, 
because it is directly contrary to my concept of the original intention 
of the Congress with respect to veterans’ preference under this act, 
and as the witness pointed out, in the Servicemen’s Readjustment Act. 

I was also interested in the statement made here that “8 out of every 
10 homes guaranteed by the VA are in a price bracket between $8,000 
and $12,000.” 

Did you authenticate that? 

Mr. Writu1aMson. I would say that that was in the less than $12,000 
group. It would be less than $12,000. In can get that actual figure. 
I think that should be “less than $12,000,” instead of $8,000 to $12,000. 

Mr. Wo corr. Well, it is authenticated, that they do not exceed 
$12,000 ? 

Mr. Wititamson. Yes, sir. 
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Mr. Woxcotr. Are those the VA figures, Mr. Williamson ? 
Mr. Wiu1amson. I will check those again, sir. I have got it here 
somewhere in my file. 

Mr. Wotcorr. But you got the figures from some official of the VA ? 

Mr. Wituiamson. Yes, 1 am sure we got it fromthe VA. But I will 
check my figures to determine definitely the source and put it in the 
record. 

(The information referred to has not been supplied.) 

Mr. Witu1amson. I just happened to notice that the Mortgage 
Banker in its article, states that they are within the $7,000 to $10,000 
range. And I think we got that figure from the VA, and so did the 
Mortgage Banker, and I can see that that sounds just about right, 
7 in 10 in the under-$10,000 range and 8 in 10 in the under-$12,000 
4 bracket. 

Mr. Wotcorr. I assume they want unanimous consent to put those 
q two statements referred to in the record. 
Mr. Brown. Without objection, that will be done. 
I am sorry Mr. Ketchum was not able to be here, but you can tell 
him for me that he sent in two mighty good substitutes. 
Mr. Downer. Thank you. We hope Mr. Ketchum concurs with 
you in that opinion, Mr. Chairman, 
Mr. Brown. Very well, gentlemen, thank you very much. 
Call the next witness, Mr. Clerk. 
The Crierx. The next witness is Mr. Mare Murphy, executive sec- 
retary of the High School Teachers Association of New York City. 
Mr. Brown. Mr. Murphy, do you have a written statement? 
Mr. Murrny. Yes, sir. 
Mr. Brown. You may proceed, 


STATEMENT OF MARC MURPHY, EXECUTIVE SECRETARY, HIGH 
SCHOOL TEACHERS ASSOCIATION OF NEW YORK CITY 































Mr. Murrpuy. Gentlemen of the committee, I deem it a great honor 
to be here. 

For many years as a classroom teacher it was my pleasant duty to 
inculeate in my students an understanding and appreciation of our 
great, democratic form of government. 

Today I come before you as the representative of the High School 
Teachers Association of New York City—an association of 6,000 
high-school-teacher members. 

Teachers are dismayed by the rising cost of living. Since 1939 our 
members have received salary increases of only 24 percent. The cost 
of living has risen 84 percent and continues to rise. 

In 1939 our take-home pay was about $4,000 a year. Today the 
take-home pay of New York City high-school teachers has been re- 
duced by higher deductions and rising prices to about $2,500 a year 
in terms of 1939 purchasing power. 

Inflation, day by day, is reducing the high-school teacher to a lower 
standard of living. It is also destroying the value of pension funds 
set aside to provide a minimum security in old age. 

I must say frankly that teachers in growing numbers are becom- 
ing aroused as they watch the ever-widening gap between their modest 
salaries and the steadily rising prices, 
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Teachers are disappointed that the Congress has not moved more 
realistically and decisively to clamp a leakproof lid on prices. 

The following immediate action is suggested : 

1. Declare formally that a state of war now exists in Asia; 

2. Establish effective, completely comprehensive price controls for 
the duration of the shooting in Asia; 

3. Roll back prices to pre-Korea level; and 

4. Demonstrate your own confidence in your price-control program 
by permitting automatic proportionate wage increases if the BLS 
cost-of-living index rises. 

Congress must, of course, fight inflation on many other fronts. All 
efforts to control inflation, however, are foredoomed if prices continue 
to rise. 

Piecemeal price fixing is unrealistic and has the odor of legislative 
timidity. It is unrealistic to freeze rents without freezing the prices 
of the goods and services that make up the costs in the maintenance 
of a building. It is unrealistic to freeze the price of meat at the retail 
level without freezing the price at all other levels of production. 

Price controls must be effective. It is fruitless to enact legislation 
that merely creates an administrator to preside over upward revisions 
in the price structure. It will not be to the best public interest to 
enact legislation that will permit the production of so-called new 
products at fantastically new prices. 

Price controls must be enforced. There is always a penalty when 
price controls are violated, but it should not be the consumer who 

ays it. 

‘ During World War II any school child was able to point out black- 
market operators who extorted their filthy profits from unprotected 
wage earners. We petition you to exert every effort to prevent a repe- 
tition of this evil. 

In the classrooms throughout the Nation the younger generation 
has its eyes on you. Your words, your promises, ee your actions 
are going to be judged by what they learn when they spend their money 
at the neighborhood grocery store. 

From among these young people will come the Congressmen of 
the next generation. When they get here and occupy the seats you 
occupy today, I hope they will be proud of what you have done. 

Mr. Brown. Thank you very much, Mr. Murphy. You teachers are 
making a splendid contribution, and I believe teachers have felt the 
stress of inflation more than any other group. 

Mr. Wolcott has a question, I believe. 

Mr. Wotcorr. I notice you mention the figure of $4,000 a year. 

Is that in terms of actual money or in terms of purchasing power? 

Mr. Murpuy. That was actual money, but we are using the 1939 
base, and our present money is $2,500 in terms of the 1939 purchasing 
power. 

Mr. Wotcorr. What is your take-home pay at present, as compared 
with the $4,000? 

Mr. Morruy. Our present take-home pay ? 

Mr. Wo corr. Yes. 

Mr. Mvrreny. It varies according to length of service and the pen- 
sion requirements, but it would be between $4,500 and $5,000. 

Mr. Wotcorr. So their average take-home pay has increased be- 
tween $500 and $1,000? 
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Mr. Morpuy. That is correct. This is not typical of teachers 
throughout the Nation. The New York City high-school teachers 
have suffered far greater hardships in the inflation than teachers 
elsewhere. 

Mr. Wotcorr. Why is that? 

Mr. Mourpny. We blame it on poor city administration. We would 
like to have some other committee, similar to the Kefauver committee, 
investigate the city administration. 

Mr. Wotcorr. Do you mean by that that the price index or standard 
of living in New York is higher than elsewhere in the Nation ? 

Mr. Murpuy. No, I wouldn’t say that. I say the city of New York 
administration has failed to give its employees raises comparable to 
those given to State and Federal employees, or in other communities. 

Mr. Wo corr. It is a question of take-home pay rather than the 
prices of commodities? 

Mr. Mourpny. No, it is both. 

Mr. Wotcorr. What I am trying to get at is this: The cost of living 
in New York City. Has that increased disproportionately to the cost 
of living elsewhere ? 

Mr. Murrny. No. In fact, some of our members are inclined to 
believe that whereas the cost of living in New York City used to be 
the highest in the Nation, that now, other cities, such as Buffalo, N. Y., 
have comparable living costs. 

Mr. Wo corr. I agree with what Mr. Brown just said, that I think 
it is ridiculous that the salaries of the members of the teaching profes- 
sion have not kept pace with the salaries of other income producers. 

I gather from what you have said here that you think the Congress 
should be somewhat more specific in the application of its controls, 
and should not leave it to the discretion of the President. 

Mr. Murpuy. That is right. The measure constantly delegates to 
the President, or suggests action to the President, or suggests that the 
President give due consideration to a policy, or that he proceed in 
accordance with his judgment, but the bill does not lay down specific 
objectives to be achieved. It is somewhat piecemeal, and does not 
apply adequate penalties in the event that regulations are set up and 
then violated. 

Mr. Wotcort. They can be sent to jail, and there is a fine. 

Mr. Mourrny. The point is will anybody be sent to jail ? 

Mr. Wotcorr. Of course, the Congress can’t do that. 

Mr. Murruy. That is right. That is beyond your power. That 
belongs to the executive branch. 

Mr. Brown. I would like to say, Mr. Murphy, that the teachers 
in my State have been underpaid for years. The last legislature 
passed a tax bill, a 3-percent sales tax, from which we expect that 
our teachers’ salaries will be increased considerably. 

Mr. Murpny. Our salaries are inadequate, but still, with the cost 
of living continuing to rise, and little hope of our salaries being in- 
creased, we are faced with a desperate situation. 

Mr. Brown. Asa matter of fact, we have lost a lot of good teachers 
because of low salaries. 

Mr. Murpny. I can say that New York City used to occupy a posi- 
tion of leadership in the teaching profession. New York City at- 
tracted the best teaching talent from all over the country. I went 
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there from Kentucky—not that I was the best talent—but-I can give 
myself as an example of a person going a long way to get into the 
New York City school system. 

However, now men are leaving our school system and I think our 
school system has fallen far behind the local school systems throughout 


the country. 
Mr. Brown. Do you have any other questions, Mr. Wolcott 
Mr. Wotcorr. That is all. 
Mr. Brown. Thank you very much, Mr. Murphy. 
Mr. Murrny. Thank you, sir. 
Mr. Brown. The committee will adjourn to meet at 10 o’clock tomor- 


row morning. 
(Whereupon, at 5:17 p. m. the committee adjourned, to reconvene 


at 10 a. m., Tuesday, May 22, 1951.) 
(The following statements were submitted for inclusion in the 
record of the hearings :) 


STATEMENT OF RatpH H. Lavers, DrkectorR, NATIONAL EcoNoMIc COMMISSION, 
THE AMERICAN LEGION 


Mr. Chairman and gentlemen of the committee, the American Legion appre- 
ciates this opportunity to express its views with respect to S. 1897 (H. R. 3871), 
a bill to amend the Defense Production Act of 1950, and for other purposes. 
While our organization is without specific mandate to discuss all of the pro- 
visions of the proposed legislation we are cognizant of the need for an over-all 
stabilization program to curb inflation and insure the production of critical 
materials for the national defense. We recognize the fact that in these times 
of rising costs some degree of over-all control is necessary and endorse in prin- 
ciple the general provisions of this legislation. However, our appearance here 
today is prompted by convention and national executive committee resolutions 
protesting the credit restrictions which have been placed upon the veterans’ 
GI loan program. I refer specifically to section 605 of the Defense Production 
Act of 1950 which authorized the President to regulate credit terms of real- 
estate loans made, insured, or guaranteed by the Federal Government. The 
President in turn issued Executive Order 10161 further delegating the authority 
to the Administrator of the Housing and Home Finance Agency which, in effect, 
gave him full control over the Veterans’ Administration loan-guaranty program. 

The thirty-second annual national convention of The American Legion in 
adopting Resolution No. 706 protested this action of the President as contrary 
to the established policy of the American Legion, which has consistently re- 
sisted efforts to transfer the GI program to H&HFA and called for an amend- 
ment to the Executive order and/or the basic legislation to return the respon- 
sibilities of the Defense Production Act relating to the loan-guaranty program 
to the Administrator of Veterans’ Affairs. In compliance with this resolution 
we endeavored to have the Executive order amended by direct contact with the 
President. 

Since this effort was unsuccessful we now appear before this committee to 
seek an amendment to the basic legislation. The American Legion was fearful 
that the authority eontained in Executive Order 10161 might have drastic effects 
upon the rights of veterans and remove from the Veterans’ Administration its 
power and responsibilities. A review of the October 12, 1950, Credit Restric- 
tions which were issued by the HHFA Administrator proves conclusively that 
our fears were well founded. Notwithstanding the fact that the act provided 
that relative preference be preserved, the veterans’ program has not only been 
placed in jeopardy but, in our opinion, has borne the brunt of the credit restric- 
tions. The question of relative preference depends on how you look at it. 
While it is true that veterans have a preference over nonveterans under the 
present credit restrictions insofar as percentage of required down-payment is 
concerned, we find that the picture is quite different when related to the re- 
quirements which were in effect prior to the issuance of the credit restrictions. 
For example, a $10,000 house which is typical of the average price home which 
veterans are buying with GI loans in many communities required no down 
payment whatsoever prior to the advent of credit control. Subsequent to the 
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issuance of credit controls, the veteran must make a minimum down payment 
of $1,300. The $10,000 home under FHA, prior to credit restrictions, required 
approximately $1,500 down, whereas subsequent to controls required $2,300 in 
down payment. The result is that nonveteran down-payment requirement in- 
creased $800 while veteran requirements increased $1,300. On a $14,000 home 
the required down payment for veterans jumped from nothing to $3,000 down, 
while the FHA requirement for nonveterans increased only $1,100 from $2,800 
to $3,900. These figures, in our opinion, show conclusively that relative pref- 
erence for the veterans’ program has not been preserved. 

We all agree with the need for reducing the rate of housing construction from 
the boom levels of 1950. The veterans of this Nation are more than willing to 
share in whatever sacrifices the defense effort will require. We believe, how- 
ever, that the controls placed upon the GI loans have been imposed in an unfair 
manner, which requires veterans to make a disproportionate share of the sacri- 
fice. Proof of this is reflectéd in the Veterans’ Administration statistics which 
paint a picture of preciptous decline in the GI loan activity from the levels of 
last summer. 

The American Legion has fought strenuously to preserve the GI loan guar- 
anty program in the past, and will continue to do so in the future. In 1948 
and 1949 when the program was bogging down for lack of a secondary market 
and a realistic guaranty approach, we presented our views to the Congress and 
were successful n obtaining the revitalizing amendments of the National Hous- 
ing Act of 1950. Today we are faced with the same problems that existed 3 
years ago, and the program is no longer serving the purpose which Congress orig- 
inally intended it to serve. The veteran who can today take advantage of what 
benefits are left in the GI loan guaranty program, is not the veteran who is in 
greatest need of the benefit. A very interesting example of how unfair restric- 
tions are is the case of a veteran of World War II, whom I know personally, 
who recently purchased a $13,000 home. The house was an older house and 
could be financed conventionally free of down-payment requirements under the 
credit restrictions. In order to take advantage of the GI loan benefit this vet- 
eran would have had to pay $2,450 in down-payment requirement. Under con- 
ventional financing he was able to purchase the same house for $1,000 down. 
Here then is a case where a veteran in the housing market is forced to finance 
the purchase of his home conventionally at an average interest rate of 514 per- 
cent because he was not able to make a down payment of $2,500. 

It has never been explained to the American Legion why it was necessary to 
regulate such high down-payment requirements on GI loans. Our organization 
has always looked upon the GI bill as a veterans’ benefit and are convinced that 
the loan-guaranty program could be permitted to function unrestricted and still 
not provide more than 40 percent of the new-home financing under the 850,000 
housing goal for 1951. In 1950 when the building industry broke all records by 
producing 1,300,000 homes, and while the loan guaranty program was at its 
peak, only 300,000 were financed under the GI bill. In view of these facts the 
American Legion is inclined to suspect that an effort is being made by either the 
HHFA, or the Federal Reserve Board, or both, to throttle the GI loan program. 
This suspicion is prompted further by the recent relaxation of regulation X for 
critical defense-housing areas. In such relaxation on a $7,000 home the down- 
payment requirements for nonveterans financing under FHA were reduced by 
$500, from $1,200 to $700, whereas the down-payment requirements for veterans 
financed under the Veterans’ Administration program were reduced only $175, 
from $500 to $325. 

It is the feeling of the American Legion that the Congress should take immedi- 
ate steps to correct this gross injustice. As stated previously, we have endeay- 
ored to correct the inequity by dealing directly with the Administration with no 
success. We, therefore, can see no other course but to remove the authority from 
the basic legislation to regulate the credit terms on GI loans, and suggest the 
following language as an amendment to section 106 (c) of S. 1397 (H. R. 3871) : 

Section 106 (c) is amended by adding the following proviso at the end thereof : 

“Provided, That this section shall not be applicable to any loan on real estate 
which hereinafter may be made, insured, or guaranteed by the Veterans’ Admin- 
istration pursuant to the Servicemen’s Readjustment Act of 1944, as amended.” 

We realize that the above amendment would have the effect of removing all 
controls from the loan-guaranty program and that the Congress may not desire 
to go that far. As an alternative I am enclosing a copy of a resolution adopted 
by our national executive committee earlier this month, which proposed a modi- 
fication of the credit restrictions with special emphasis on homes priced for sale 





758 DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


under $13,000. This resolution calls for a maximum down payment of 5 percent 
on homes selling for less than $13,000 and a proportionate increase in percentage 
of down payment on homes selling for amounts in excess of $13,000. 

While we do not have any specific mandate on other provisions of this bill to 
control prices, wages, and rents, I would like to call to the attention of the com- 
mittee an experience which the American Legion has enjoyed in the administra- 
tion of rent control at the community level through the local rent advisory board 
program. Throughout the country nearly a thousand Legionnaires, together 
with other public-spirited citizens, are devoting their time and talents on a vol- 
unteer basis and have made a tremendous contribution to the economical and 
efficient local administration of the program. These boards have not only served 
as a jury in the individual adjustment of hardship cases and as a board of di- 
rectors in setting up local rent-office policy but, in many cases, have actually been 
the deciding factor in determining whether or no rent control sheuld be continued 
in their area. It is the feeling of the American Legion that the Congress might 
well give consideration to the establishment of a local rent advisory board pro- 
gram in connection with all of their control programs which call for special 
handling to meet conditions prevailing in a particular community. 

Thank you again for the opportunity to express the views of the American 
Legion with respect to the legislation now under consideration by your committee. 


ReEsoLuTION No, 23, NATIONAL EXECUTIVE COMMITTEE, THE AMERICAN LEGION, 
RE REGULATION X 


Whereas the Federal Reserve bank and the Housing and Home Finance Agency 
on October 12, 1950, imposed a series of controls on home building known as 
regulation X ; and 

Whereas said regulation X imposes a severe strain on veterans seeking to 
purchase homes, first by drastically increasing down payments, demanding a 
down payment for veterans of $1,300 on a $10,000 home, $2,450 on a $13,000 
home, and proportionate down payment on homes in other price brackets, and, 
secondly, has reduced the term of the mortgage from 30 years to 20 years, thus 
increasing amount of monthly payments; and 

Whereas there are still many thousands of veterans who, due to circumstances 
beyond their control, have not been able to purchase a home, and now because 
of this regulation will be deprived of the opportunity to purchase a home; and 

Whereas said regulation X if allowed to continue in its present form could 
practically put a halt to the home-construction industry in every State, which 
would throw thousands of wage earners, many of whom are veterans, out of 
work, and would result in serious unbalancing of our economic structure; and 

Whereas that portion of regulation X which deals with credit curbs on veteran 
home purchasers destroys the intent of the GI bill of rights and years of work 
national American Legion officials have spent developing a program of extending 
the maximum time limit for veterans’ mortgages: Be it hereby 

Resolved, That the American Legion, though fully cognizant of the serious 
international situation, go on record as opposed to that portion of regulation X 
which deals with credit curbs for veterans, and, although we are not opposed 
to some measure of controls, we recommend that said portion of regulation X 
which deals with credit curbs for veterans be modified with special emphasis on 
homes priced for sale under $13,000 as follows: 

1. That a veteran be required to make a maximum down payment of 5 percent 
on the sale price of a house selling for less than $13,000, and that the percentage 
of down payment for veterans be increased proportionately on homes selling for 
amounts in excess of $13,000; and . 

2. That a veteran be permitted to finance the balance of the purchase price 
of his home for a period not to exceed 30 years as heretofore provided by the 
GI bill of rights as amended ; and 

3. Urge further relaxation of the VA regulations restricting credit by exempting 
the purchase or sale of homes existing prior to October 12, 1950, as these transac- 
tions do not effect the supply of labor or materials needed in the war effort. 


STATEMENT OF BERNARD WEITZER, NATIONAL LEGISLATIVE DIRECTOR, JEWISH WAR 
VETERANS OF THE UNITED STATES OF AMERICA 


The Jewish War Veterans of the United States of America welcome and ap- 
preciate this opportunity to present to you our views on the amendments to the 
Defense Production Act, H. R. 3871, which you are now considering. 
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Again and again at our annual national conventions, beginning in 1947, our 
national defense committee has submitted and the convention has unanimously 
approved a resolution almost identical to the following : 

Whereas we find ourselves more than 4 years after VE-day and VJ-day in a 
period of uncertain peace in the midst of a cold war; and : : 

Whereas the United States is today sharing the major responsibilities of main- 
taining peace; and 

Whereas in the two World Wars we and our neighbors suffered stupendous 
losses because we were unready to meet challenge of aggressors ; and 

Whereas any future war will involve not only our Armed Forces but our entire 
population and all of their efforts and all of our resources if we are to meet any 
aggressor’s challenge quickly and successfully ; and 

Whereas a strong, unified National Defense Establishment under a civilian 
head will assure this democracy of a striking force always on the alert against 
any totalitarian force: Now therefore be it 

Resolved, That a stand-by program be formulated during the Eighth-First 
Session of Congress for mobilizing our industrial, transportation, construction, 
distribution, agriculaural, and financial resources to go into effect immediately 
upon declaration of war, and providing for severe limitation upon private profits 
such as have accrued in previous wars. 

That a civilian stand-by defense program be similarly formulated by the Eighty- 
first Congress to forestall insofar as possible the disruption and injury of our 
civilian population which might ensue from long-range enemy bombing during 
wartime, such civilian defense program to be under civilian control. 

To institute a universal military training program in harmony with the rec- 
ommendations of the Compton committee report. 

To make the provision of the Armed Forces unification act fully operative in 
order that we may minimize the financial requirements of an adequate Army, 
Navy, and Air Force without cutting down in any way the effectiveness of these 
defense units in view of the present world situation. 

That the unification program as adopted by Congress be enforced and not be 
deviated from in favor of any individual branch of the armed services. 

Likewise at our national annual encampment we have passed resolutions on 
rent controls similar to the following resolution passed at our fifty-fifth annual 
convention held at Asbury Park, N. Y. 

Whereas a serious housing shortage continues to impair the well-being and 
morale of millions of middle- and low-income families; and 

Whereas these families will be called upon to furnish the manpower needed to 
build up our Armed Forces and to produce the war material essential to our 
national defense: now, therefore be it 

Resolved, That the strengthening of our national morale and the capacity to 
produce for our national defense require the reenactment of the Rent Control 
Act of 1948 ; and be it further 

Resolved, That the individual members in all the echelons of our organization 
and our national legislative director urge such action on their Representatives. 

As to rent controls, the current situation is perfectly clear and simple. The 
shortage of rental housing is still with us. Landlords, generally, are making 
adequate profits. Provision is made, under rent control, to grant rent increases 
where they are found to be justified and such increases have been made in millions 
of cases since rent controls were instituted. Those who want to end rent control 
merely want to take advantage of the housing shortage to get not only the cake 
of normal profits but the ice cream of the extra profits which the housing shortage 
will enable them to exact. 

You have had much testimony regarding the hardships inflicted on our service- 
men by the inordinately high rents which they have been called upon to pay for 
miserable housing facilities. It is difficult to measure the harmful effects which 
this has on morale. Even worse is the feeling of the men in the service at the 
fighting front in Korga when they learn that their fathers and mothers or their 
wives and children are made defenseless against increased rents by the failure to 
continue rent control effectively administered. 

What is true of rent controls is in parallel fashion true of the price and pro- 
duction controls provided for in the National Production Act and the amend- 
ments you are considering. We want to preserve our free and competitive 
enterprise. To protect that we are engaged in a great military preparedness 
effort which will require, shortly, twice as great a percentage of our national 
production as we have had during the past year. Yet, there appear to be some 
who think we can carry that preparedness effort through without any controls. 
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They ignore the rising prices and the inflationary pressures which have come 
during the past 12 months. How much more must we suffer in order that these 
opponents of controls may see the light? 

We subscribe to the importance of using indirect controls, such as the con- 
trol of credits by the Federal Reserve System, regulation W, and regulation 
X, with such relaxation of the latter as will permit housing and encourage 
sufficient construction in critical areas. We believe in taxation to carry out 
a pay-as-you-go program, to the utmost limit that is possible. But all of these 
will not give the consumer the price protection which is needed to meet a mar- 
ket situation where competition is limited by the shortage of the goods, com- 
modities, and services created by the military preparedness requirements. With- 
out controls, you cannot have the strength on our economic front which our 
military leaders have emphasized is so vitally important to the success of our 
military effort. 

I realize that to frame the necessary legislation and to administer it, is an 
enormously complicated and difficult task. It is pure defeatism to say that it 
cannot or should not be done. I am confident that your committee will not 
succumb to such defeatism and that you will, as soon as possible, recommend a 
measure for controls which will really control. 


STATEMENT ON CONTINUATION AND AMENDMENT OF THE DEFENSE PRODUCTION ACT 
oF 1950, SUBMITTED By ALBERT J. FrrzGERALD, INTERNATIONAL PRESIDENT OF THE 
UNITED ELECTRICAL, RADIO AND MACHINE WORKERS OF AMERICA 


This statement is submitted to the Senate and House Banking and Currency 
Committees on the occasion of your consideration of proposals to continue and 
amend the Defense Production Act of 1950. The statement is made on behalf 
of the United Electrical, Radio, and Machine Workers of America (UE) repre- 
senting 300,000 workers in the basic electrical manufacturing industry of the 
Nation. The position taken by the UE on this matter is evolved from the de- 
cision of our annual convention supplemented by constant discussion and con- 
sideration of the issues involved by our rank-and-file membership through their 
local and district meetings. 


ACT USED TO REDUCE LIVING STANDARDS, BOOST PROFITS 


Nine months of experience with the act have revealed that there is com- 
plete and irreconcilable conflict between the stated purposes of the act and its 
actual administration. The act declares it to be the intent of Congress “to 
prevent inflation,” “to stabilize the cost of living,’ ‘to prevent profiteering, 
speculation, ete.,” “to protect consumers, wage earners, investors, and persons 
with relatively fixed or limited incomes from undue impairment of their living 
standards.” But in practice, the act has been administered to promote infla- 
tion, to raise the cost of living, to encourage speculation and profiteering, and 
to impair living standards. 

Using the false slogan that workers and other consumers have “excess pur- 
chasing power” which causes inflation, the administrators of the act have 
aided and abetted large corporations in a prégram to reduce consumption and 
living standards and thereby increase corporate profits. The burden of paying 
for a huge war budget has been placed on the people, while that war budget has 
become the basis for enormous speculation and profiteering. 


ONE-WAY STREET TO POVERTY 


The economic stabilization program set up under the act was operated as a 
one-way street leading to drastic lowering of workers’ living standards. Price 
controls have been administered loosely and flexibly, on the principle that rising 
prices are a useful means of reducing the consumption of workers and other 
consumers. Wage controls have been administered rigidly and inflexibly, on 
the principle, stated by your committee last year, that “wage stabilization is 
one of the devices which contributes to the restriction of purchasing power” 
(S. Rept. 2250, August 7, 1950, p. 29). 

The combined result has been a steady process of impoverishment of the ma- 
jority of the American people. 

The conservative staff economists of the Joint Committee on the Economic 
Report have given a restrained but forceful picture of this process of impover- 
ishment : 
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“Inflation of the kind that has operated since June 1950 * * * has oper- 
ated to reduce consumption by squeezing down the physical amount which 
all relatively fixed-income consumer could buy, unless they borrowed, liquidated 
assets, or reduced their savings. For most low-income consumers that meant 
that they had to pull in their belts but had nothing to show for their abstinence. 

“The essential feature of the mechanism was the lag of fixed incomes, notably 
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3 wage rates and salaries, behind prices. Since most wage rates did not rise as 
©) fast as prices, real wages per worker who could [not] or did not supplement his 
Re earnings by longer hours or other shifts (purchasing power of wages) declined 
= a bit while real profit incomes increased enormously. * * * Inflation took 
3 from those that had little and added to those that had much” (Joint Economic 
Pe Report, April 2, 1951, p. 59). 










PROFITS UP 71 PERCENT IN YEAR 










The records show that corporate profits, before taxes, rose from $29.2 billions 
per year in the first quarter of 1950 to $50 billions a year in the first quarter of 
1951 (Economie Indicators, May 1951, p. 23). This is an increase of 71 percent. 
In the same period, with the wage-freeze formula adopted under the act, 
average hourly earnings in manufacturing rose only 10 percent (Economic indi- 
cators, May 1951, p. 10). Straight-time earnings rose only 8 percent. (BLS 
Hours and Earnings Industry Report for February and March 1951.) But 
profits per man-hour in manufacturing rose 68 percent.’ 
‘3 Even with longer hours and overtime payments, wages failed to match the 
Bo rise in living costs. Average weekly earnings rose 13 percent, between the first 
quarter of 1950 and the first quarter of 1951. But workers’ living costs, as 
estimated by UE on the basis of Commerce and BAPE data, rose 15 percent.? 












ADMINISTRATION FOSTERS WAGE-PROFIT DISPARITY 







It is shocking that the administrators of the act not only see nothing wrong 
a with such a situation, but foster its development by holding down wages while 
x legalizing price increases and adding to the corporations’ already vast profit 
: hoards by liberal grants of tax relief through 5-year amortization. 

Tax certificates are being handed out by Defense Production Administration 
officials at a rate of $10 billion a year—causing the House Expenditures Sub- 
committee headed by Representative Porter Hardy, Jr. to describe this program 
as “the biggest bonanza that ever came down the Government pipe” and calling 
its administration ‘unsound and detrimental to the public interest” (H. Rept. 
504, May 28, 1951, pp. 1, 2). 

Manufacturers are authorized to adjust their prices to whatever labor and 
materials cost increases they see fit, up to March 15, 1951, regardless of their 
profit position. As already indicated, manufacturing corporations in the first 
quarter of 1951 were taking in $1.11 per man-hour of production, compared with 
66 cents a year earlier. 
















OBJECT IS REDUCTION OF PEOPLE’S PURCHASING POWER 







The administrators of the act have done these things with their eyes wide 
open, deliberately, because their real object is the reduction of people’s pur- 
chasing power and the transfer of the war budget’s burden from the corporations 
to the people. 

How ESA has implemented its policy of reducing purchasing power is well 

E known to your committee, and it will suffice to outline the facts here. 

The wage freeze, as already indicated, has been rigid. Even if the Wage 
Stabilization Board now permits some relaxation in the 10 percent ceiling, the 
existence of a wage freeze—at whatever level—is a formidable obstacle to 
successful collective bargaining in a period of tremendous need for wage 
increases to meet higher living costs and increased exertion due to longer 
hours and speed-up. 

Shallow and misleading comparison is frequently made equating price con- 
trol and wage control, suggesting that unions supporting price control and 
















1 Profit before taxes, per man-hour, rose from 66 cents in first quarter 1950 to $1.09 
in fourth quarter 1950, and to an estimated $1.11 in first quarter 1951. Man-hours from 
BLS reports; profits from FTC and SEC quarterly financial reports for manufacturing 
corporations. 

2 The Facts About High Living Costs, UE, April 24, 1951. 
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opposing wage control are inconsistent. The fact is that wages and prices are 
determined quite differently. No direct comparison can be made between the 
activities of profiteers in setting consumer-gouging prices and the establishment 
of wages through collective-bargaining contracts mutually agreed to by employer 
and employee. Moreover, there is a world of difference between wage payments 
which are barely sufficient to buy minimum needs of existence and the great 
profits built up by price setters along the line, from the manufacturer to the dis- 
tributor to the retailer. 

Consequently, the UE has no hesitation in categorically opposing wage control 
while demanding effective price control. 

The so-called price freeze is a fraud on the public for a number of reasons: 

1. Prices were “frozen” on January 26, 1951, at the highest levels in history. 
There were no roll-backs despite an administration commitment to businessmen 
to hold prices at December 1, 1950, levels. 

2. When issued, the freeze excluded about half the items which affect the 
cost of living, including rent, medical, and other professional services, public 
transportation, and the bulk of food items measured in the BLS food price 
index. 

3. The freeze has been rapidly converted into a flexible “margin control” 
for industry after industry. OPA experience showed margin control to be a 
“cost-plus system * * * a device by which the price regulation itself forma- 
lized and legitimized price increases.” (The Beginnings of OPA, Historical 
Reports on War Administration, General Publication No. 1, GPO, p. 213.) 

ULree 

4. ESA has further left it to industry to set its own price ceilings by 
announcing, as “basic policy,” that a ceiling will be considered “generally fair 
and equitable” if the industry is earning 85 percent of its dollar profits in the 
three best years, 1946-49 (Johnston to DiSalle, April 21, 1951). ESA has no 
means now available for checking the profits of each corporation, and corpora- 
tions can legally raise their ceilings by claiming an increase in net worth. 

You will recall that one OPS official, former Gov. M. E. Thompson of Georgia, 
resigned with the charge that OPS was “manipulating prices rather than con- 
trolling them, and that he could not in good conscience remain on the payroll of 
such an agency (New York Times, April 11, 1951). 

OPS Administrator DiSalle revealed the spirit in which his agency is ad- 
ministering its price-control powers when he said in a radio broadcast, February 
21, 1951, that he favored “price rationing” of autos. “Price rationing is what 
we technicians call the process whereby prices are allowed to go so high that 
most people can’t buy the item” (CBS Capital Cloakroom, February 21, 1951). 


PRETEXT FOR CUTTING LIVING STANDARDS IS FALSE SLOGAN OF “EXCESS PURCHASING 
POWER” 


The pretext for the wage freeze and for “price rationing” is the dishonest 
assertion that workers and other consumers generally have “excess purchasing 
power.” This is reflected in the Wage Stabilization Board policy statement of 
December 17, 1951, and in the absurd statement of the Council of Economic 


” 


Advisers that the American people “must stop eating so much cake,” and must 
“do with fewer new pleasure cars and elaborate mechanical amusements, or 
wear their topcoats for longer or get healthier by eating less” (cf. Economic 
Report of the President, January 1951, pp. 82-83). 

This is an amazing misrepresentation of the present living conditions of the 
American people. The United States Bureau of Labor Statistics and the Heller 
committee of the University of California have priced budgets which represent 
the living needs of an American family. The BLS budget for a worker’s family 
of four, though somewhat more liberal than the WPA “maintenance” budget, is 
only a “minimum adequate” budget. Yet, at present prices this budget costs 
$3,900 in the average city. As the Joint Economic Committee staff pointed out, 
nearly three-fourths of the population fail to attain it’? (Report April 2, 1951, p. 
48). The average factory worker, employed 50 weeks a year, falls $700 a year 
below it. 

The Heller committee “health and decency” budget at $4,300 a year, now costs 
$1,100 more than the average factory worker’s full-time earnings. 

Plenty of other data is available to show that the American people generally 
have no “excess purchasing power.” The Federal Reserve Board surveys of 
consumer finances have shown that the proportion of households with no savings 
of any kind has risen steadily during postwar years and now approaches one-third 
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of all households. These surveys have shown that two-thirds of all savings are 
held by only one-tenth of consumers (Federal Reserve Bulletin, December 1950, 
. 1591ff). 

: Three-fifths of American families and households in 1949 were below the modest 
Ei income level of $3,200. That was the top of the actual middle-income group. 
' These three-fifths of the American people received only 32 percent of income in 
1949, and accounted for 38 percent of consumer expenditures (Joint Economic 
: Report, April 2, 1951, p. 51). 

ee One of the most terrible reflections on the living standards of most Americans 
is the statement of Federal Security Administrator Oscar Ewing that “for half 
the population—in families earning $3,000 a year or $60 a week or less—anything 
remotely approaching adequate medical care is out of the question” (address to 
Armed Forces Industrial College, October 9, 1950). [Emphasis added. ] 




















CONCLUSION 










In view of these considerations, the UE demands that Congress and the 
; administration completely reject the false principle that the way to fight infla- 
E tion is to minimize the purchasing power of the people. Instead, the UE 
q insists that a successful attack on inflation must strike a body blow at its cause, 
: unrestrained profiteering. This means that lawmakers and law administrators 
FE must have the courage, in spite of caleulated charges of interference with 
free private enterprise, to wipe out the exorbitant profit record of industry and 
business today. Specifically, it is imperative to end inflation prices which 
permit the General Electric Corp. in the fourth quarter of 1950 to report profits 
q of $3,182 per employee, and the giant General Motors Corp. to exact from the 
7 public gross profits of more than $1,500,000,000 in 1950. If inflation is to 
: be fought, prices must be rolled back to eliminate profits of giant sections 
3 of American industry amounting to 20, 30, and even 40 percent return on 
investment. 

The real test is whether Congress and the administration can completely 
reverse its actions in the past and now reject the demands and propaganda 
pressure of the special interests profiteers lobby to serve the interests of the 
working people and low-income families whose daily problem is finding the 
means to eat three decent meals a day. 

The UE demands that this be the guide in considering continuation of the 
Defense Production Act, and specifically insists: 

1. All Government controls on wage determination be eliminated in favor of 
a return to free collective bargaining between labor and management. 

2. Effective price-control legislation be enacted to wipe out without com- 
promise the profiteers and profiteering prices. This must include (a) roll- 
back of prices stated in clear dollars-and-cents ceilings; (b) necessary produc- 
tion controls to eliminate evasion of the price ceilings, particularly to maintain 
and even increase the production of low-priced items and provide maintenance 
of standards (grade labels) to avoid price-control evasion through quality de- 
preciation; (c) a billion-dollar subsidy to reduce the cost of living through 
reduction in the price of food without injustice to the income and standard of 
living of our farming population; (d) to increase penalties for violations and 
to increase the staff so as to guarantee rigid enforcement of all price ceilings, 

3. Rent control of private and commercial buildings with adequate safe- 
guards to eliminate the demonstrated devices of rent-control evasion. 

4. Revision of the production-control provisions of the Defense Production 
Act to replace pious talk for small business with action to protect small busi- 
ness from the assaults and special advantages of the dominant big-business 
monopolies. 

Only by these drastic measures can the Defense Production Act be turned from 
a divice to impoverish the American people and give a green light to the 
profiteers and entrenched monopolies into a measure to genuinely protect the 
welfare of our country and its people. This is the urgent demand of the rank- 
and-file members of the United Electrical, Radio, and Machine Workers of 
America, for whom I speak. 
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TUESDAY, MAY 22, 1951 


House or REPRESENTATIVES, 
COMMITTEE ON BANKING AND CURRENCY, 
Washington, D. C. 


The committee met at 10 a. m., the Hon. Brent Spence, chairman, 
presiding. 

Members present: Messrs. Spence, Brown, Patman, Multer, Deane, 
McKinnon, Bolling, Burton, Fugate, Kluczynski, Wolcott, Talle, Kil- 
burn, Cole, Scott, Buffett, and Betts. 

The CHAmMman. The committee will be in order, 

Mr. Clerk, call the first witness. 

Mr. Hatianan. The first witness will be Mr. Newsom, master of 
the National Grange. 

The Cuarrman. Come forward, Mr. Newsom. 

In former years, and for many years, we heard Mr. Goss as master 
of the Grange. He always enjoyed the respect and attention of the 
committee, and I am sure we have all heard with profound regret of 
his passing. 

Mr. Newsom. Yes, sir. It has been a source of some consolation to 
us to find that there are a tremendous number of people outside our 
own fraternal family that share our feeling in that respect. 

The CHamman. That is certainly true. You may proceed, Mr. 
Newsom. 

Mr. Newsom. First of all, Mr. Chairman, and members of the com- 
mittee, perhaps it would be in order to identify myself as a farmer, 
in Indiana, and here temporarily in the capacity of master of the 
National Grange by reason of the fact that the chairman has already 
alluded to, having been selected by the delegate body out in Minne- 
apolis to succeed “Mr. Goss for the unexpired portion of his normal 
2-year term. 


STATEMENT OF HERSCHEL D. NEWSOM, MASTER, THE NATIONAL 
GRANGE 


Mr. Newsom. The Grange, farmers as I know them, and in my 
judgment the mass of American people recognize in communism and 
inflation two of the most potent, as well as ruthless, enemies that the 
sause of freedom and our very American democratic capitalism have 
ever faced. They are partners in destruction of property rights. They 
have a great many other characteristics in common. 

Chief, however, of their common characteristics is that both these 
foes of our American way of life are fed by a refusal to recognize 
their dangers in the fullest and a refusal on the part of our people 
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generally, and our own officials in positions of authority especially, to 
recognize first of all and in time, their causes and the conditions out 
of which they are born and promoted. Materialism, selfishness, failure 
to recognize the rights of others and adherence to the totally inde- 
fensible philosophy of trying to achieve the greatest good to the 

eatest number without recognizing injustices and inequities to the 
esser number, feed the fires of inflation and of communism. 

We have said these enemies are ruthless. We have said that they 
are partners. Let us remember that world-wide as well as American 
inflation, and shortsighted, unrealistic attacks upon the symptoms of 
inflation in American and in the other so-called free countries of the 
world may well be the most potent weapons in the hands of commu- 
nism. The greatest danger to freedom is chaos and confusion. 

Inflation robs the thrifty, destroys balance within the economy, and 
promotes that very chaos and confusion which is the greatest danger 
to a free and productive American economy. Farmers fear inflation. 
Farmers have been hurt by inflation. They are being hurt by in- 
flation. As I know them they will give their utmost effort to produce 
the necessary food and fiber to wage war against our two enemies. 
They recognize that production is the greatest single weapon against 
both of these enemies. They will readily accept their just and equit- 
able increase in tax liability to pay for this battle to preserve freedom. 

At its annual session in Minneapolis last November, the Grange set 
out an eight-point program recognizing that the cause of freedom is 
now threatened, not only by the Communist forces of the world, but 
is threatened from within at the same time, by the forces of inflation. 
We especially call your attention to the order in which the points of 
that program were set out and the priority thus established : 

(1) We must rebuild our military might to repel future attacks. 

(2) We must develop a sound tax system. There must be no war 
profiteering. 

(3) We must finance war’s cost as far as possible, from current 
taxes requiring an austerity program both personal and governmental. 

(4) We must allocate critical materials by compulsion if voluntary 
means fail. 

(5) We must attack inflation at its source through relation of 
supply of money to goods. 
mS, We must have rationing when supply of any goods becomes 
short. 

(7) We must control prices, supplemented by rationing, if ration- 
ing alone fails to prevent profiteering. 

(8) We must, if necessary to prevent inflation, control wages, 
prices, and profits together, across the board. 

The Grange position, based on the above platform recognizes that 
mobilization requirements must be met. Priorities and allocations in- 
cluding authority to requisition and condemn, with proper safeguards, 
are therefore essential. With a sense of dedication to the job at hand, 
we clearly recognize the necessity of providing for action of a much 
speedier nature in this sort of an emergency than the normal processes 
of democracy permit. 

Delegation of this type emergency authority and power by the leg- 
islative branch of our Government to the executive branch, which is 
necessarily by its very structure one step further removed from the 
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people themselves, requires the most carefully thought-out and con- 
structive safeguards of which we are capable. 

We, the people, and our most direct representatives must be willing 
to assume our own direct responsibility along with our executive 
branch of government if we are to prove ourselves capable of and 
is of the system and the form of government which we have 
inherited. 

To expand productive capacity and supply, to meet the present 
situation, the general provisions of the proposed legislation under 
those heads, seem appropriate—subject, of course, to the same safe- 
guards mentioned above. 

We strongly urge, however, that the committee amend the act to 
clearly prohibit subsidies for the purpose of making price roll-backs 
(below levels otherwise provided in the act) or to relieve consumers 
of the responsibility of paying the fair cost of any normal, productive 
effort. Such subsidies are highly inflationary in themselves and will 
tend to defeat the very purpose for which those subsidies have been 
advocated. Subsidies should only be provided for, if at all, in cases 
of strategic materials definitely required by the mobilization effort. 

As an example of the type subsidy which we believe to be sound, 
I would point out that normal industrial and agricultural uses require 
all of the immediately available sulfur production. Mobilization and 
economic cooperation, as well as military cooperation with North 
Atlantic Treaty Organization countries, just demand large quantities 
of sulfur. We must have sulfur, and I’m sure that potential sources 
of sulfur which cannot supply that critical item normally in price 
ie. “Supra with our current sulfur producers must be utilized as 
quickly as possible. To subsidize that production in this emergencv 
seems to be a justifiable use of Government funds. 

If I may, Mr. Chairman, I would like to say that, inasmuch as 
agricultural requirements amount to virtually a third of the normal 
sulfur-producing capacity of this country, agriculture definitely has 
such a serious stake in this sulfur supply that for the past several weeks 
we have been conferring first with one person and then another to see 
if something can’t be done. 

We recognize—and personally, as a member of the Public Advisory 
Board, I recognize—that we simply have a very selfish stake, if you 
want to put it that way, in supplying even more sulfur than we are 
currently supplying to the economies of our allies and these North 
Atlantic countries. 

I am thoroughly convinced, on the basis of Mr. Wilson’s statement, 
and on the basis of Dr. Fitzgerald’s statement, in ECA, that we would 
do well, if we could possibly spare it, to supply even more sulfur to 
Britain than we are supplying. 

They think that our present supply is well below their absolute 
minimum requirements. 

And, in the face of all this, the first real vigorous encouragement 
that we have seen came only about 2 weeks ago, and Charles Wilson 
said, “I agree that we must not accept the verdict that there isn’t 
anything that can be done with relation to the sulfur supply within 
the next year and a half.” And I am happy to say that I am really 
encouraged to know that the mobilization authorities themselves now 
have their hands on a dozen potential sources of supply of sulfur, 
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about half of which are under snow the year around and the other 
half of which are not. 

I think we are going to get some results, and I think this type of 
provision, for this type of subsidy, is therefore sound. 

Mr. Fueare. What steps is he taking to obtain this sulfur? 

Mr. Newsom. Well, frankly, I don’t know that I am qualified to 
answer that in a way that would mean a great deal to you. 

I can say to you that I have the very definite impression that within 
the last 2 or 3 weeks properly trained people have made the necessary 
trips to inspect possible supplies of sulfur. 

There are supplies of sulfur in the Southwest as well as the North- 
west which will yield a rather large amount of sulfur. It will be a 
little expensive, to be sure, but it may well be a much less expensive 
operation than to do without the sulfur. That is the point that I am 
making in this whole statement. 

I am sorry I cannot answer you more in detail, but in substance that 
is correct. 

The Cuarrman. You may proceed to complete your statement, and 
then you may be interrogated. 

Mr. Newsom. Section 104 (a) makes a specific provision for the 
use of subsidies as a roll-back mechanism and specifically says that 
subsidies shall be considered as a part of the price at the market place 
and thereby constitute legitimate reason for rolling back the price 
below that ceiling level otherwise established in this act. Section 
104 (a) should, therefore, be amended by striking— 

In establishing, maintaining, or adjusting a ceiling under this title, the President 
shall consider as being included in the price by producers of any agricultural ¢com- 
modity any payments made under the authority of section 303 of this act in 
connection with that commodity to or for the benefit of such producers— 

in lines 3 to 8, inclusive, on page 9, of the proposed bill. 

Somehow, we all must accept the responsibility for having been 
slow to attack inflation at its source and not endeavoring to achieve 
a more nearly balanced condition between purchasing power and 
supply of goods and services. There is little doubt that we could 
have been eminently successful in restoring, at least substantially, this 
balanced condition if we had shown the courage and the vigor that the 
occasion demanded and adopted a vigorous tax policy, at individual 
levels, with a fiscal policy of rigid personal and governmental aus- 
terity, a sound credit policy, a really effective effort to encourage in- 
dividual savings, a vigorous production effort through a longer basic 
workweek, and a realistic emergency excess profits tax structure. All 
could have served well to attack inflation at its sources. 

It should have been apparent earlier, but it is crystal clear now, that 
one of the most potent weapons against inflation at the present and 
against deflation in the future is an increasing level of individual sav- 
ings. To this end, we strongly urge that an attractive short-term 
savings bond should be provided and promoted vigorously at the 
earliest possible opportunity. 

There, Mr. Chairman, if I may I should like to point out that we 
have been repeatedly assured, by Mr. Wilson and others, that if some- 
how we can avoid embroilment in an all-out war effort, we will, within 
the course of the next 18 months, perhaps, between now and mid-1953, 
I think is the expression that is used repeatedly, be in a reasonably 
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good position to supply the normal demands of consumers, and main- 
tain a high level of mobilization preparation at the same time. 

What I am trying to say is that it is a comparatively short-term 
proposition—a period of perhaps 2 years or less, when we face this 
major threat, and in my judgment one of the most potent weapons that 
we can use to combat inflation of that duration is an increasing level 
of personal savings, and it is for that purpose that we have proposed 
this short-term savings bond. 

Time lost can never be regained. We may sometimes, however, by 
vigorous effort move toward correction of errors of omission. Our 
failure to have employed these sound and effective anti-inflation 
measures does not mean that they should be abandoned now, and we 
are pleased that, to some extent, they are being put into effect. 

A more vigorous over-all program is imperative in our judgment. 
Only to the extent that we are willing and able to increase the pro- 
ductive output of this Nation will it be possible for us to prevent a 
general lowering of the living standard. The rising level of Federal 
expenditures and the increasing volume of mobilization orders with 
the consequent decline in the volume of consumer goods will cer- 
tainly tend to broaden the inflationary gap. 

It is unrealistic to assume that the estimated increase in -the level 
of national income (in the amount of approximately $35 billion) can 
possibly be absorbed by a combination of increased individual income- 
tax liability and increased savings. 

I believe it is also unrealistic to assume that we are going to be able 
to expand the basic workweek to the 44- or 48-hour figure which the 
Grange has consistently suggested as a more realistic level above which 
overtime should apply in this emergency. There is yet another factor 
in this broadening of the gap. Mobilization requirements even now, 
and increasingly so, for the next several months, will be certain to 
reduce the potential output of a large number of consumer items. 
Inability on the part of consumers to buy such items, at will, will 
automatically mean that their spendable income becomes available to 
the extent that it is not utilized in tax liability or in savings, to bid 
for those consumer items, which will be available. 

This has happened, and to the extent that consumers have had, and 
will have more money than is needed to buy the goods that those con- 
sumers have normally bought, they will increasingly buy those items 
which have always been more nearly in the luxury class. 

Pork is a good, wholesome food. Most of us, under normal condi- 
tions, would prefer a porterhouse steak, however, and so under these 
conditions we have bid porterhouse steaks out of all proportion to pork 
by reason of the fact that the supply of the former is definitely 
limited. 

You cannot cut more porterhouse steak out of the beef carcass than 
there is in it. In like manner, beef production cannot be expanded 
overnight. It takes 3 years to produce and market high-quality beef 
of the kind and quality that consumers want now, and that we want 
them to have. 

The Grange program clearly recognizes the necessity of making 
provision under circumstances of this character for direct control 
measures. Please note, however, that our point No. 6 says that we 
must have rationing when supply of goods becomes short, and that 
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our program provides only for price control “if rationing alone fails 
to prevent profiteering.” 
rice control designed specifically for the purpose of reducing 
prices of commodities to consumers so that consumers may purchase 
more of those commodities, or purchase the commodities with less of 
their spendable income at a time when such income already is in excess 
of the amount of consumer goods available, will serve only to aggra- 
vate inflation by widening the inflationary gap between effective 
demand for, and supply of, consumer goods and services. Price con- 
trols so used will increasingly and progressively restrict the productive 
output of this Nation and create shortages. 

The Grange, therefore, strongly urges that the price and wage 
stabilization section of H. R. 3817 be amended to prohibit direct price 
control at the consumer level except when accompanied by a rationing 
program. 

Price is the natural and effective method of rationing consumer 
goods. To impose a price ceiling, or to roll prices back, is to disturb 
that normal rationing process and to impose the absolute necessity, 
the progressively imperative necessity, as price controls remain effec- 
tive, of providing a supplemental rationing program. 

Failure to do that means only that any given consumer will be 
able to purchase larger portions of the commodity thus controlled, 
pricewise. This, in turn, means that those consumers closest to the 
source of supply will (without an effective rationing program) get 
the lion’s share of that given commodity. 

To be specific, the roll-back of the price of such a commodity, will 
almost certainly mean that the mass of urban consumers in our popu- 
lous centers will be deprived of the privilege of buying many com- 
modities at any price. A rationing program might be used to bring 
down prices by restricting effective demand until it balances supply. 

Rationing, therefore, might far better work successfully without 
price control, than to attempt to employ price control without ra- 
tioning. Any program of controls however breeds more and more 
control without rationing. Any program of controls however breeds 
more and more control until the necessity for such a program is elimi- 
nated by removing the causes of the inflation itself. 

And if I may, I should like to point out that just about. three, 
or a little less than 3 weeks ago, to be correct, when I went back to 
the farm in Indiana, the headlines of our local paper there, in Colum- 
bus, Ind., clearly set out that the Stadler Packing Co., one of 
the larger of the so-called small packers of our area, were caught 
in the squeeze between ceilings at carcass levels and no ceilings at 
that particular-time, if you will recall, on live animals, and the net 
result was that their slaughter of beef was down 88.6 percent, under 
the same period a year ago. 

But at the same time—and this one is important, in my judgment, 
very important—at the same time, the slaughter of veal, and low- 
grade unfinished cattle, was up 240 percent in the packinghouses in 
that particular area. 

The thing that I am calling to your attention now is that those 
packing companies were demanding immediate imposition of ceil- 
ings at the producer level. They had seen controls imposed at the 
careass level, so they wanted more control to eliminate the injustice 
and inequity in which they found themselves enmeshed. 
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The Grange is opposed to any change in the ceiling price provi- 
sion for fluid milk as now provided by the Defense Production Act 
of 1950. 








THE PARITY FREEZE 






We are vigorously opposed to that portion of section 104 under the 
price and wage stabilization section which provides that “for the 
purposes of this subsection (setting a ceiling) the parity price of any 
agricultural commodity, as of any date, shall be the parity price of 
such commodity at the beginning of the then current marketing year 
or season, et cetera. * * *” 

In our judgment, this provision completely ignores the principle of 
justice and equity, and assuming there is any need even on the basis 
of administrative difficulties (which are the alleged reasons for in- 
corporating this provision in the act), it is a frank admission that the 
rest of the economy is not expected to be stabilized. Partity itself, 
for all purposes, not just for ceiling purposes, will be stabilized if and 
when (not after) the rest of the economy is stabilized. Parity only 
fluctuates, as agriculture’s cost index fluctuates. We can see no jus- 
tification for this provision on the basis of equity. 

We can, however, see as a result of this provision, a serious dis- 
ruption of orderly marketing processes. Let us assume for a moment 
that the price ceiling is established for the crop year. What incen- 
tive will there be for any producer to withhold any portion of his 
current crop from immediate market? What incentive will there 
be to farrow pigs in January and February in the face of adverse 
weather and higher costs? Pigs farrowed in more favorable weather 
cost less. 

The removal of all differential in price will surely destroy orderly 
marketing, and create seasonal gluts and shortages. The packing in- 
dustry just cannot handle livestock on that basis and price fluctuation 
has been the means of spreading the marketing over the year. When 
we raised this particular point with stabilization authorities, their 
answer was that they didn’t recognize that the range of that necessary 
price fluctuation is sufficiently great to be a factor. 

Gentlemen, I think I know what I am talking about on this score. 
I happen to be one of those fellows who has frozen his face trying to 
take care of February pigs, and the only reason I am willing to do 
that sort of thing is because I want to get in on that higher market, 
ahead of the normal heavy marketing period. 

I think that it’s unrealistic to make the statement that Mr. Johnston 
made in discussion of this particular subject. 

In our judgment, that approach is as completely unrealistic as it 
would be for us to say that the evils of price of controls, as presently 
administered, clearly indicate that there should be no provision for 
direct control. ‘The plain truth is that nature does not yield an even 
year-round supply of food. In their efforts to provide a continuous 
food supply for consumers, farmers engage in off-season production 
and store considerable quantities of food—both of which are costly 
and will be rendered impractical by a “parity freeze.” We are con- 
vinced that it is definitely in the national interest and in the interest 
of the cause of freedom to make sane provisions for price-control 
measures, 
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We could cite a great many instances to prove that this matter of 
price fluctuation, this matter of changing costs, and their reflection in 
our parity formula, are a most essential feature in the orderly market- 
ing process that guarantees to the American economy and to the mass 
of consumers a continuous flow of the needed food and fiber. The 
full volume of many crops or as much of that volume as the farmer 
does not wish to carry over into the next year, will be placed on the 
market at harvesttime, immediately upon its availability for market. 
Let us assume for a moment that there is some need administratively 
for this “stabilization of parity for price-ceiling purposes” within 
the crop year. As indicated above, any need to do this automatically 
implies that parity will have changed, presumably upward. Should 
it have changed downward, the price ceiling would not be of such 
great concern to the stabilizers. 

Isn’t it then clearly apparent that as we approach the midway point 
in the crop year that all flow of that given commodity to market might 
cease because the producer of that commodity might well decide that 
he could not afford to market the commodity until the new parity price 
for the next crop year became the effective ceiling ? 

There is apparently no intention here of making provision for 
recovery of the cost of storage or additional handling, so necessary 
in the process of orderly marketing over a long period of time. 

I would like to say to you gentlemen, that we have been engaged 
since we came to this town, in the first of December, in discussions 
with Mr. Johnston, Mr. DiSalle, and others on this very important 
subject, and both of those gentlemen have repeatedly said that they 
cannot make such provisions as I think are essential here because it 
will preclude any possibility of establishing a rigid dollar-and-cents 
structure on agricultural commodities, which, in their judgment, is a 
necessary prerequisite, and I quote them, if they are to do anything 
in the nature of stabilizing wages. 

That is exactly what they have both told us. 

To impose this provision upon the agricultural producers of 
America, says to those producers that it is their responsibility to 
absorb the shock of breaking the inflationary cycle. We believe 
we could cite figures to this committee to show that agriculture is 
in the least able position of any segment of America’s economy to 
absorb that shock, but it is our honest judgment that America cannot 
afford an argument as to relative position of one segment of the 
economy with respect to other except, as that argument is compelled 
by reasons of ability to meet the challenge of production that faces 
America as a whole. 

Our own economist brought us some figures just the other day 
that clearly indicate—and I think we could prove his contention 
beyond a shadow of a doubt—that if the agricultural producers of 
this land had enjoyed the same return to their investment last year 
as other industry in the country, and if the agricultural producers 
had at the same time enjoyed the same wage return as the industrial 
workers of this country enjoyed, we would have had to have three 
times the net agricultural income that we had, or gross prices at the 
farm would have had to average 190 percent of parity. 

I have only to remind you that they average a little less than half 
that, throughout the calendar year, to show you what I am trying 
to say here. 
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Asa possible method of breaking the inflationary cycle without any 
resultant injustice or inequity which does not already exist, we have 
proposed to the President and to the Mobilization Committee a three- 
point program as follows: iy 

1) Recognition that the provisions in the Defense Production 
Act of 1950 with respect to agricultural prices are just and equitable. 
(If all products rise to parity it will result in raising the cost of living 
less than 2 percent.) OND 

(2) Recognition that an increase in the wage rate may be justified 
by this resultant increase in the cost of living. That is assuming that 
any pre-Korean date did reflect injustice and equity, and again I say 
that is going a long way from the agricultural standpoint because 
our income was down 24 percent at that date. (We are reliably 
informed that 3.4 cents per hour increase over the average hourly 
wag rate as of February 15 would meet the maximum possibility of 
the above.) 

(3) Recognition that the net effect of this maximum increase in wage 
rate must be absorbed somewhere in the economy. We propose that 
the potential 2.3 billion-dollar increase in the gross wage bill of cor- 
cape should be deducted from Secretary Snyder’s 3.1 billion dol- 

ars proposed increase in tax liability of corporations. Their rate of 
annual profit is now 5.8 billion above that of June 1950 (pre-Korea). 

Some form of tax credit should be provided for noncorporate em- 
ployers. We submit this program to you as a method of breaking the 
inflationary cycle only. It is not a complete anti-inflation program, 
but is designed to break the cycle without creating a deep-seated and 
omg a sense of injustice and abuse. The only criticism that has 

een offered of this method of breaking the cycle is that it makes provi- 
sion for even another rise in the level of wages. In our judgment, it 
is far better to provide for this gross wage increase if that would 
eliminate the political pressure that is being exerted for an unrealistic, 
unsound, and inflationary solution to our problem of inflation, than to 
subscribe to a system of direct price roll-backs which are first of all 
fraught with danger because of inherent injustice and inequity in 
themselves, and secondly, highly inflationary laiew of the fact that 
they will retard production and will restrict supplies of those com- 
modities over the long pull. We cannot overemphasize that this civil 
war of world-wide proportions in which we are involved is likely to be 
one of long duration. We must steadfastly keep in mind the reason- 
ably justified assurance that we have that if we can make some pro- 
visions for prevention of disruption of our whole economy between 
now and mid-1953, our chances of providing the normal civilian 
demands of this Nation and keeping America strong are excellent. 

It therefore is extremely important that we safeguard the position 
of agriculture insofar as our ability to supply the essential necessary 
and desirable food and fiber are concerned. 

Inflation is confiscatory. To permit inflation is to ignore responsi- 
bility of Government but to attempt to destroy the signs or symptoms 
of inflation now at the expense of creating a greater inflation later is 
equally dishonest. The right to store up the value of labor and effort 
is basic to our system of democratic capitalism. Short-sighted attacks 
on inflation are, however, a very definite aid to the enemy. We have 
utmost confidence in the American people, in their honesty and in- 
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tegrity. Some have exerted pressures for unsound programs only 
because they have not had accurate and complete information. 

To summarize our position with respect to the proposed bill we 
would point out that the Grange recognizes that: 

(1) The mobilization effort requires priorities and allocations of 
materials ; 

(2) Under some circumstances authority to requisition and con- 
demn property may be needed in the national interest; 

(3) The abnormal requirements of our mobilization effort necessi- 
tate unusual provisions for expanding productive capacity and supply 
to meet the mobilization requirements. 

We therefore support those sections of H. R. 3871 providing priori- 
ties and allocations, authority to requisition and condemn and expan- 
sion of productive capacity and supply, subject in the latter case how- 
ever, to an amendment to prohibit subsidies for the purpose of provid- 
ing for prices at the market at levels lower than those provided by 
section 402 of the Defense Production Act of 1950. 

We also recognize that the rising level of mobilization orders and 
production will result in a restriction of certain consumer goods and 
an increase in purchasing power, at least for a temporary period; 
and that we have failed to control purchasing power adequately 
through measures enumerated above. 

We therefore urge that the section providing for price and wage 
stabilization be amended to provide for rationing at the consumer 
level and to prohibit direct price control except in conjunction with 
rationing. 

The proposal to prohibit the reflection of parity, or cost changes, 
and to thus ignore the importance of farm storage and orderly market- 
ing, is totally unsound and the striking of this amendment is impera- 
tive. 

In conclusion, the present situation may well be another example 
of need to delegate vast and comprehensive power to our executive 
branch of Government in order to effectively and speedily meet emer- 
gencies. The delegation of power in this instrument is, however, 
so complete and so vitally significant to the freedom and very life of 
every American that we are pleased to note that those provisions for 
termination of the act or any section thereof by concurrent resolution 
of the Congress and for the provision of a Joint Committee on De- 
fense Production are retained. 

We doubt whether the Congress has a right to delegate such com- 
prehensive power without retaining and exercising responsibility inso- 
far as sound administrative process will permit. 

We urge the committee to consider, therefore, the possibility of 
amending section 712 to provide that— 

(1) The members of the joint committee shall be chosen: 

(a) Three in each House by caucus of the majority party. 

(b) Two in each House by caucus of the minority party. 

(2) Authorize adequate funds for a competent staff for efficient 
functioning of the committee. 

There is no easy way to wage war against the Communist forces 
of the world and there is no easy way to combat inflation. We shall 
have to take a reduction in our level of living; the people have not 
generally been told this but it is inescapably true. There is no way 
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that we can shift the burden of this armament effort to another genera- 
tion. To attempt to do so as we did in our previous war effort might 
well wreck our whole economy and rob that generation of the freedom 
that it is our duty to hand to them. The real cost of this effort in 
terms of fewer goods and services must be borne currently. 

Disunity, born out of selfishness and misundertanding among our- 
selves, is perhaps our greatest danger. If we can unite as Americans 
and do it in time we can defeat inflation, guard against deflation, 
defeat communism, and expand freedom. 

The Cuatrman. Mr. Newsom, I think some of your arguments can’t 
be refuted, that we need a sound tax program, that we need increased 
production and increased savings by our people. I think all of those 
things would be very beneficial to our national economy. 

But the burning question of the hour seems to be: Why has there 
been a spiraling increase in the price of meat? And that is our par- 
ticular province. I am a consumer, and I am only searching for the 
truth. 

I would like you to tell us why the price of beef has had such a 
spiraling increase in the last year. 

Mr. Newsom. Well, Mr. Chairman, there are several reasons, in my 
judgment, chief of which are born out of the fact that—and I don’t 
pretend to be an economist, if I have any title to economist at all it 
would have to be as a barnyard economist—but as I understand the 
situation we have had an increase in the amount of available money 
supply in this country over the last few years, from about $36 billion to 
somewhere near $120 billion. 

We have increased agricultural production substantially, but we 
haven’t been able to effect any such increase as that. 

I referred to porterhouse steaks. I referred to the choice cuts of 
prime beef, which are definitely approaching the category of luxury 
items as to price. 

In my judgment, because we normally have some preference for 
that type of meat, over the lowly pork, and because of the fact that 
we have had such an increase in consumer purchasing power here, we 
have been willing to spend a substantial amount of that increased 
money supply for the items that we actually wanted. 

My own good friend, back home again—I keep coming back to 
Indiana, you will pardon me, but I have to talk about matters that I 
know about, and that is where I have spent my whole life, up until 
the 1st of December—one of the particular automobiles that he handles 
is a Cadillac, and he told me when I was home the last time, “You 
would be surprised at what has happened to the used-car market in 
the ordinary priced cars. We just can’t sell a Ford, Chevrolet, or a 
Plymouth at any reasonable price at all. We even have trouble sell- 
ing Pontiacs.” And he mentioned a few others. But he said, “Do 
you know we can get a new-car price right now for a Cadillac that 
doesn’t have more than 50,000 miles on it ?” 

Well, I think the same thing holds true there. That is a luxury 
item. Pork is traditionally poor man’s food. 

Not long ago, just before this roll-back came into being, Mrs. New- 
som went to the local grocery store out there in Takoma Park and she 
was going to buy some steak, and being Scotch, as we are, she rebelled 
against that $1.08 a pound for steak, so she came home with some pork 
loin, for which she paid 38 cents a pound. 
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Now there is no such disparity as that between the value of good 
pork and good beef. I am just saying that our consumer purchasing 
power has pushed that price relationship out of all reason. 

The Cuamman. I think they have all gone up. Being merely a 
consumer, and relying on the retail level, I find that they have all 
gone up. 

Mr. Newsom. I grant you that, sir. 

The CHarmman. The question is, who has gotten the greater part 
of that increase in price? j 

Mr. Newsom. I think if you will pause to reflect as to the increased 
cost of everything, and which in my judgment means the decreased 
value of the dollar, you will discover that pork, over the counter, has 
not gone up. I don’t have the figures readily at hand to prove that 
but I am say that, if it is true—and we keep hearing about a 50-cent 
dollar—if it is true that the dollar only has about half its normal 
purchasing power, then that 38-cent pork loin that I talked about a 
moment ago becomes pretty cheap. 

I think there are other factors in the thing, of course. 

We had a scare psychology right after Korea. I am told that there 
never was a time when food freezers were in such demand and in 
such short supply. I don’t have any way of knowing—I have heard 
some estimates, and I don’t know how reliable they are—as to the 
amount of beef that moved into those food freezers across the country. 
We have ourselves as consumers, and I would remind you that all 
farmers are likewise consumers, and we have ourselves to blame to a 
certain extent for this situation. 

The point Iam making is that we can’t go back and start a year ago: 
I think if we had done these things a year ago, we could have elimi- 
nated any need, any real need at least, for price control and of course, 
some of the people in whom I have a lot of confidence think there 
isno real need for price control even yet. 

I don’t quite agree with them. I say that to you very frankly. 
But I do say to you that farmers of this Nation have a terrific stake 
in the welfare of consumers in the metropolitan areas, and a price- 
control program of the type that we have, without a rationing process, 
is absolutely going to take beef—since you mentioned beef—and any 
other commodity that is so controlled and so rolled back unrealisti- 
cally, right out of the reach of the mass of urban consumers. 

There isn’t any doubt about that. We all have memories long 
enough to remember that that is exactly the type of thing that hap- 
pened, and I am saying to you that price control, in itself, without 
an adequate rationing program at the consumer level, will just do 
that thing, which we can’t afford to do. 

The Cuarrman. Well, I am not making any argument against the 
farmer. Seven of the nine counties I represent are agricultural. I 
have always had an intense interest in the farmer’s welfare and espe- 
cially to see that he obtained a fair price for the products of his labor, 
and that he was able to market his crops in a manner that did not 
leave him to the mercies of precipitous fluctuations. But we are all 
consumers and I am also interested in the consumer. 

Now you say that you wouldn’t impose price control until you had 
resorted to rationing. 

Mr. Newsom. Yes, sir. 
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The CHatrman. I just can’t understand that. Rationing would 
presuppose a shortage, wouldn’t it? Isn’t that your thesis, that you 
wouldn’t impose price control until you had exhausted rationing? 

Mr. Newsom. That is exactly right, sir. 

The CHatmrmMan. Well, now, rationing itself indicates a shortage. 
You wouldn’t ration a full supply, if there was an adequate supply, 
would you ? 

Mr. Newsoms It is only the matter of a degree of shortage. We 
actually have a shortage, in terms of consumer demand, or we wouldn’t 
have this run-away price in beef. 

Nobody can defend 152 percent of parity for beef. We are not 
trying to defend that. I am talking about the results this program is 
going to get, sir. 

The CHarrmMan. Well, how would you resort to rationing? Would 
you ration meat, for instance, without any price control? Do you 
think that would be a remedy of the situation ? 

Mr. Newsom. I certainly do, if a remedy in the form of direct con- 
trol is needed, and I think tlere is some question as to whether it is 
needed at that level as long as it is possible for you and me to go to 
our butcher shop and buy good wholesome pork at the prices that we 
an buy it at today. 

I think we ought to have a little courage and ration our own appe- 
tites to some extent. 

The Cuarrman. We have tried rationing before and all it resulted 
in was disappointment and frustration, and the black market, to a 
great extent. How would you prevent that? 

Mr. Newsom. I would remind you that it was in conjunction with 
a real rigid price-contrel program. 

I am trying to say to you that the real problem here is that de- 
mand has outrun supply. 

Now a rationing program, probably, justly applied, will reduce 
the demand, and we could make these rationing coupons good only 
for so much beef and good only so often, and we could actually curtail 
the demand until we bring it into balance with the supply. And I 
think if we wanted to—— 

The CuarrMan. I can’t understand how you could control it unless 
you had some price control as a basis for it. 

You certainly wouldn’t ration, and then impose heavy penalties if 
rationing hadn’t been done justly, because there would be no way 
of ascertaining that. 

Mr. Newsom. Well there is certainly just as good a way, in my 
judgment, to ascertain that, as the present policy of employing Fed- 
eral meat inspectors at the rate of $3.60 an hour to go all over the 
country to police the grading of meat, to see that there is no upgrading. 

And you know that that is exactly what is being done. I am saying 
to you that, if we really wanted to roll back the prices of beef, and 
had the courage to do it, we could do it by a rationing program. We 
could simply determine the amount of beef that was available and 
make a sufficient number of rationing coupons available to consume 
a little less than the beef that is available—you could actually ration 
the demand until you created a surplus, and you could control prices, 
without the necessity of direct dollar-and-cent ceilings. Why only 
yesterday there was a batch of papers—I have them right here—there 
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was a batch of papers that came to our desk from the Office of Price 
Stabilization, and they are headed “Miscellaneous amendments, cor- 
rections, changes, and clarifications.” 

Now the only objection that some of our friends over in Mr. DiSalle’s 
office have raised to the rationing program is that it would create a 
bureaucracy. 

The CuamrMan. Well, how would you ration? Would you ration 
at each level or would you ration to the consumer alone? 

Mr. Newsom. My statement says that, if we are going to have price 
control at the consumer level, we must first of all have rationing at 
the consumer level. 

The Cuairman. Then your ration would merely extend to the con- 
sumer level ? 

Mr. Newsom. Well, I think you would quickly, perhaps, have 
to come into a program of allocations, but we have that provided for. 

I am saying to you that, if we are to attempt this sort of direct con- 
trol, these are the terms and conditions upon which, in our judg- 
ment, it must be attempted. . 

The CHarrman. And you wouldn’t resort to price control until 
you had exhausted your powers under rationing ? 

Mr. Newsom. That is exactly right. That is exactly right. There 
is much less injustice and inequity in that kind of a program. 

I again repeat to you that price itself is a normal rationing mecha- 
nism. Now when we interfere with its operation, I think we owe it 
to the consumers furtherest from the market to ration the available 
supply. I am just as sure as I can be that this matter of direct price 
control, without a rationing program, will take those quantities 


away from the very people that have sought most earnestly to estab- 


lish price control. 

The Carman. It didn’t have that effect before. 

Mr. Newsom. It is having that effect right now, sir. 

The Cuatrrman. What is your definition of parity ¢ 

Mr. Newsom. Well my brief definition of parity is a price that is 
just and equitable to both consumer and producer, and I say to you, 
very quickly, that we have not been able to achieve an absolutely 
sound definition of parity. 

We made a long step forward within the last few years, and frankly, 
in this modernization process that was provided for 2 years ago, which 
will permit adjustment within the scale of agricultural commodities 
themselves, to reflect their new relationship with respect te each other, 
if we could ever have a reasonably normal period in this American 
economy for as much as 8 or 10 years, I think we could achieve a just 
and sound parity formula. 

But I would remind you that those argicultural items which require 
a major amount of hand labor—chiefly the livestock items—have gone 
up so materially in cost of production that the present parity formula 
is unfair to the animal products, and it is unrealistically high, in my 
judgment, in the case of some of the grains, and in the case of cotton, 
te of the increased mechanization and the improved methods of 
production that we have been able to bring into play. 

We have not been able to lower the production cost to any extent; 
as a matter of fact, we have seen production cost of the animal prod- 
ucts of agriculture go higher because the increasing wage rate has 
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somehow or other outrun our ability to cut the necessity of labor out 
of the production of those commodities. 

There is our major trouble. And, so far as I know now, only a con- 
tinued operation of our modernization process over a period of time 
will ever completely wipe out that disparity between agricultural com- 
modities in our parity price structure. 

I don’t know how else to do it. 

The CuarrMan. Well, fundamentally, it is that the farmer should 
receive a price for the things that he produces comparable to the price 
he must pay for the commodities he needs. Isn’t that fundamentally 
it? 

Wages, services, and other things? 

Mr. Newsom. I am not sure that I get the portent of your question. 

Fundamentally, the provisions that the Congress established in the 
Defense Production Act of 1950 are just and equitable. I think the 
Congress did an excellent job in those provisions. I have only to 
remind you of the disparity in the parity formula itself as a justifica- 
tion for what the Congress did then. I had no part in it directly. I 
am sure that Mr. Goss did, and that the other people on the Grange 
staff here did. 

Mr. Brown. Wages are not calculated in parity, are they ? 

Mr. Newsom. Yes, sir; they are, to some extent. 

The Cuairman. Well, I will call the committee in order for inter- 
rogation. That doesn’t mean that the first gentleman I recognize will 
have control of the time until we finish. 

Mr. Wolcott. 

Mr. Wotcorr. I pass, Mr. Chairman. 

The Caarrman. Mr. Brown. 

Mr. Brown. You said a moment ago that choice steaks retail at 
$1.08 a pound. 

Mr. Newsom. Well, as a matter fact, they varied a great deal from 
one store to another. One of my sources of surprise was that at that 
particular time we were able to buy a good prime steak here, near our 
home in Takoma Park, for a few pennies less per pound than we could 
buy it in Bartholomew County, Ind. That is one that I couldn't 
explain. 

Mr. Brown. What are the prices of the other grades of steak ? 

Mr. Newsom. Frankly, I don’t know that I am prepared to answer 
that one. I went with Mrs. Newsom last night to the grocery store out 
there, and I always look at prices, and I looked at them then. But 
in that particular grocery store they were priced per package, and not 
per pound, and I didn’t compute too many prices. . 

I did notice that there was no decline in prices of beef, even despite 
the establishment of beef ceilings, and despite the fact that my own 
good friend, the master of the Indiana State Grange was in town last 
week and pointed out that within 3 days’ time the price of his finished 
beef animals, which he just failed to get onto the market on the proper 
day, by about 3 or 4 days—that they took 71% cents a pound off the 
price of his beef. 

Well, now, when you stop to realize that a beef dresses out a little 
better than 50 percent of carcass weight, and approximately 40 per- 
cent weight through the counter, it is unthinkable to me that when the 
farmer loses 714 cents there shouldn’t be something in the neighbor- 
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hood of 15 cents decline in the price over the counter. But it hasn’t 
worked that way. 

Mr. Brown. I am just asking for information. 

Mr. Newsom. Dr. Sanders here with me has a list of prices. 

Mr. Brown. I think it ought to be supplied for the record. 

Mr. Sanvers. The most recent price I have here is the March 1st 
price. Tt i is 84.6 cents a pound for roast beef—rib roast, rather. For 
roundsteak, $1.075 a pound; chuck roast, 73.2 cents a pound; ham- 
burger, 67 cents a pound. 

Those are the only quotations we have—average for 56 large cities. 

Mr. Brown. Well now, you stated that choice pork was 38 cents a 
pound, Mr. Newsom; is that right? 

Mr. Newsom. That was pork loin; yes, sir. 

Mr. Brown. How about other gr: ides of pork? 

Mr. Newsom. Well frankly, the loin, in my judgment, is the best 
part of the pig, unless you have a preference for ham. 

Mr. Brown. That is the reason I asked. But what about the other 
grades of pork ? 

Mr. Newsom. I am not sure that I can answer. 

Mr. Brown. I want this for information. I want full production, 
and I want the producers of cattle and pork to get a fair profit. At 
the same time, I want to protect the consumer as much as we can. 
I want to be fair about it; that is the reason I am asking these 
questions. 

Mr. Newsom. I don’t question that at all, sir. 

Mr. Brown. Well, that is the most important thing you can bring 
to this committee. 

Mr. Newsom. I can give you one specific answer. When we were 
home the last time—I happen to have a preference for home-cured 
ham, by the old curing process in which the water is mostly driven 
out. Packers, you know, don’t cure ham that way now because they 
want to retain the water. 

Mr. Brown. I am accustomed to having home-cured ham myself. 

Mr. Newsom. And I paid 48 cents a pound for two nice 20-pound 
hams at the local packer there. 

If you want some more of that type of information, I can give it 
to you. Asa matter of fact, we brought a couple of sides of bacon 
with us that we bought, and that was just about 3 weeks ago. 

The Cramman. I think you ought to include with that what they 
cost to produce. 

Mr. Newsom. Well, that bacon cost us 40 cents a pound, to answer 
your question, sir. 

Mr. Coir. Do I understand, Mr. Chairman, that these gentlemen 
will _ in the record a comparable list of prices of various cuts of 
pork and beef; is that right? 

Mr. Brown. That is what I asked for. 

The Cuatrman. And I say there ought to be included in that what 
it cost to produce. 

Mr. Corr. Well, we have those figures. 

Mr. Newsom. I will be glad to do that. 

Mr. Sanpvers. To get the cost of production would be a little difficult. 
I don’t believe we could do that. We could get the farm price of 
the animals. 
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_ Mr. Core. Mr. Sanders and Mr. Newsom, we were talking about 
retail prices for this particular list. 

Now I think some of the witnesses who will follow will have some 
farm prices which may be sufficient for the committee. If not, we 
can ask for further information. 

Mr. Newsom, I am very much intrigued with your idea that we 
should have rationing before we have price control, and I think on 
the basis of a theoretical approach to it you are correct, that it is 
tremendously important that the people of this country have an 
opportunity to buy their share of the commodities produced. 

I am wondering, however, if you, by implication, have ignored the 
prime method of obtaining a fair distribution of the products of this 
country, and that is, attacking inflation at its source, vigorously, and 
first, before we try either price control or rationing. 

Mr. Newsom. No; I haven’t meant to leave any inference at all that 
we do ignore the fundamental soundness and real constructive idea 
of attacking it first at those sources. 

I am, however, saying to you that in my judgment it might do the 
country a great disservice if we fail to make any provision at all for a 
direct-control program, because of the fact that we have been so slow 
to make this honest approach, this effective approach, that I think you 
are referring to. 

Now, as I said a moment ago, if we had had the courage to start on 
the approach that I think you are talking about, a year or even 6 
months ago—I think we are actually getting some results now in the 
matter of controlling the value of money—but we were so slow in 
starting. 

I think there is a tremendous possibility that, assuming Mr. Wilson's 
statement to be accurate, to the effect that we are going to pump an 
increased level of purchasing power in the amount of about $35 billion 
into the economy here by the end of the calendar year, I think there is 
tremendous doubt whether or not we are going to have the courage to 
impose enough increased personal tax liability to soak up what, more 
than 8 or 10 billion dollars at the most of that? And I don’t know 
whether we can be effective in getting more than a comparable amount 
invested in personal savings. I wish we could do it. And if we can 
do it, there will be no need for a rationing and direct-control program. 

Theoretically, if we could actually and absolutely pay our way as 
we go, as we understand the arithmetic—and again I don’t know 
economics, but I have had some exposure to mathematics—if we could 
actually and literally pay our way as we go, we would be taken out of 
the consumer purchasing power the same amount or volume of money 
that we would be putting into the mobilization effort and there would 
be no inflationary gap. 

I am just saying to you that I am afraid we may not have the 
courage to do that. 

And to that extent, I think the country may well need some direct- 
control measures on the shelf, but I have tried to tell you what in my 
judgment is the only sound type of control measure of a direct nature, 
and that automatically involves this matter of trying to do something 
about consumer demand—rationing consumer demand, saying to 
them, “You only buy a given number of pounds of beef and you have 
got to use the rest of your money to buy the pork, and the chicken and 
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the fish and the other commodities that are in reasonably good supply 
and relatively low priced.” 

Mr. Corse. Then as a last statement on it, I understand your position 
is that because in the United States, the Congress, and the executive 
department people will not do the job properly, then we must do it ina 
botched-up, uneconomic fashion, and have black markets, have dislo- 
cation of production and consumption, and throw the entire economy 
out of balance, because we don’t have the courage to do the things 
necessary to do the job right. Is that it? 

Mr. Newsom. Frankly, sir, I haven’t said just exactly that. 

Mr. Corr. I know you haven't. 

Mr. Newsom. I have said that I recognize that there is a possibility 
that at some future date, that we may have forced ourselves into that 
kind of an indefensible jam, and that we therefore, sooner or later, 
are probably going to need something of that kind on the shelf. 

I agree with you wholeheartedly, that it will not serve the purpose 
well, and that if we do get into that kind of a jam we must make this 
honest approach to the cause of the situation, so that we get rid of the 
necessity of controls just as quickly as possible. 

And I would remind you that the reason that we are asking for this 
provision, which in our judgment would strengthen the position 
of the joint committee, to be a liaison committee between the people 
themselves and the administrators of a control program, the very 
reason that we think it is imperative that you staff a committee prop- 
erly, to live with the administration of a control program, is that we 
must religiously guard against the possibility of administration of a 
control program to such an extent, or in such manner, as to perpetuate 
the need of controls. 

I think that is a very dangerous situation. I concede, however, that 
sooner or later, because of our lack of courage, and because of our lack 
of vigor, that we may have to have some provision for direct control. 

I come right back to this major premise. 

Mr. Coxe. I think that covers it, so far as I am concerned. I think 
that is all, Mr. Chairman. I didn’t want to cut you off, Mr. Newsom, 
but there are others who desire to question you. 

Mr. Newsom. Well, I do want to make this one point. Mr. Chairman. 

I am saying to you that I have enough confidence in the integrity 
and intelligence of the American people, that they will, through you, 
our most direct representatives, see to it, if provision is made whereby 
you can see to it, that this kind of a program is administered soundly 
and that we can move toward getting rid of it. 

The Cuarrman. I am sure the committee has that desire. They 
want to do justice to all American people. 

But the political arguments can be deferred. There will be plenty 
of time to make them between now and November a year from now. 

Mr. Patman. 

Mr. Parman. You mentioned the joint committee. How much 
power would you give this joint committee / 

A bill was passed over the President’s veto in the House the other 
day—I don’t think the Senate has passed on it yet-—which would give 
the Armed Services Committee in the House the power to actually 
approve or disapprove of projects costing so much, under certain 
conditions, involving the purchase of land by the Government for na- 
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tional defense. Would you give this committee that much power? 
The power of veto? 

‘Mr. Newsom. Frankly, sir, I think that would be unsound admin- 
istratively. 

My answer to your question, therefore, is to be found in the other 
provisions, namely, that the Congress has safeguarded unto itself— 
and we are very happy about it—the right to terminate this act itself 
or any section of the act, by concurrent. resolution. 

That is completely sound. But in our judgment, this joint com- 
mittee must have an adequate staff so that it can be accurately in- 
formed as to the administration of the act itself, to the extent that 
they may be in position to make the most intelligent possible deter- 
mination as to when it is necessary to terminate any section of the act. 

Mr. Patman. Well now there are two kinds of watchdogs. One 
kind can bite, and the other kind just barks. 

Would you give this watchdog committee power to stop anything? 
Or would you just make it advisory, and with the power to suggest ? 

Mr. Newsom. My present feeling, sir, is that this committee would 
have a certain power to bite—if that is the expression that you 
used 

Mr. Parman. It could bark all right, but how would it bite? 

Mr. Newsom. I think the committee, so constituted, set up, if you 
please, with three members chosen by a caucus 

Mr. Parman. Well that part is not so important as the power of the 
committee. 

Now, as it is now, it is composed of three members selected by the 
chairman on the majority side, and two selected by the chairman on 
the minority side. We have had no trouble about that at all. 

Mr. Newsom. I call your attention to this fact: That we are not 
only believers in a balance of power between Government, but we are 
believers in party responsibility, and in our judgment 

Mr. Parman. You are getting away from the point. The point 
is, how much power would you give this watchdog committee to bite? 
And what kind of biting can it do? 

Mr. Newsom, I say for the time being, at least, I am convinced that 
the power that they need is the power to recommend effectively to 
the Congress that any given act be terminated if not properly 
administered. 

Mr. Parman. The parliamentary processes in legislation are so 
cumbersome, and take so long, that you wouldn’t get very far that way. 

You would just have it be a barking committee and not a biting 
committee ? 

Mr. Newsom. I confess that my newness on the scene here may have 
prompted me to draw a wrong conclusion here and there, but I am 
thoroughly convinced that the old adage that, “The mills of the 
gods grind slowly but nonetheless justly” probably has some appli- 
cation here. 

Mr, Patman. That is true, in legal procedure; that is right, where 
you are thinking about the next 50 years, or the next 10 years. 

But where you are looking to next week, or tomorrow, in the price 
of beef or something like that, we would have to have something a 
little quicker than that. ‘ 
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But I agree with what you said, that it wouldn’t be feasible to 
have this committee possessing the power to veto things because it 
would be taking over a function of the executive branch of our 
Government. 

I agree with you too, that it should be well staffed. But after all, 
I am willing to admit and confess, it would remain just a barking 
committee. It would raise a lot of sand, but couldn’t actually do 
much. 

You mentioned rationing. That is a rather novel point. I don’t 
believe any other witness has brought that up—at least not to my 
knowledge—of rationing goods before you put on price control. 

If you were to do that, would you ration all goods, or would you 
say just those that were scarce ¢ 

Mr. Newsom. Well, I see no point to rationing goods that are not in 
short supply. 

Mr. Parman. All right. Then the next question is, would you just 
ration essential commodities, or would you ration nonessential com- 
modities as well? 

Mr. Newsom. I think I would have to answer that one by saying 
that before I would apply direct price control on any commodity I 
would first ration that commodity. 

Mr. Parman. Before you put price control on it? 

Mr. Newsom. Yes. 

Mr. Parman. But you gave a good illustration about beef. I think 
you are correct. ‘The people with a lot of money are bidding up the 
Juxury goods. For instance, your example about a Cadillac was a 
good one. And I think your beef example is a good illustration. 

People are passing up good cuts that have just as much nutritional 
value, and more wholesome, or just as wholesome in many respects, 
and are paying a lot more money for the beef. I think your illustra- 
tion was an excellent one. 

Well, would you ration the luxury items like beef? That $1.18 
a pound approaches the luxury class, and I think you mentioned that 
it did approach the luxury class. 

Mr. Newsom. Frankly, sir, I think that, to answer your question 
specifically, yes, I would ration it if it became necessary to do any- 
thing with it in that line. 

But I think—and I haven’t said so in this statement and I would 
like to get it in here—that a far sounder and more appropriate attack, 
on the price of some of these luxury items, would be a comparatively 
high excise tax, which would in effect compel us, if we want to go in 
there and bid the price of that item up further 

Mr. Parman. Well, would you put that excise tax on the whole 
commodity or on the luxury cuts, as compared to the bare necessities 
of life? 

Mr. Newsom. I don’t know. I think that is an administrative detail 
that I would want to look over a little bit, but I would be inclined to 
want to impose that tax on any item that passed, by some certain mar- 
gin, some reasonable, or parity or fair price standard. 

Mr. Parman. I think you would find it would be impractical from 
an administrative standpoint. 

But I do advocate, and I have told the members of the Ways and 
Means Committee about it, that we should seriously consider enacting 
a 100-percent income tax on all black-market profits. 
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Then anybody who sold above the ceiling, his black-market profits 
would be taken away, and such persons wouldn’t have much incentive 
to so traffic in goods and commodities. And if they wanted to run the 
risk, they would be prevented from doing it, because they would have 
the Bureau of Internal Revenue after them besides everybody else. 
And it would be a lifetime job. It would be on their conscience from 
now on. 

Mr. Newsom. I would say that would be a lot milder kind of 
penalty than the one provided by the stabilization authorities for 
making a mistake, whether honest or dishonest, in the matter of 
grading beef. 

Mr. Parman. What penalties are provided there? 

Mr. Newsom. They can be fined by a terrific amount. 

Mr. Parman. I am not talking about what can be done. What has 
been done in practice? You know, on all these penalties, the sky 
can be the limit, but in practice they are not usually imposed. 

Mr. Newsom. Frankly, I don’t think we have had an opportunity 
to find out in this case, but in the last experience there were such pen- 
alties as $10,000 and 5 years in jail. 

Mr. Parman. We had a fellow convicted the other day for contempt 
of Congress, and the judge gave him no penalty at all—well, fined 
him $1,000 which is very little to him—and 6 months’ suspended 
sentence, which is no penalty. 

The judge said he wouldn’t send him to jail because of his age. 
He was 69 years old. 

That is like the fellow who pleaded the mercy of the court and the 
jury on the theory that he was an orphan when he was charged with 
killing both his parents. 

So these penalties, in actual practice, sometimes, are very small. 

Mr. Mutrer. That age of that particular man you spoke of doesn’t 
stop him from being fascistic and fighting for fascism in this country. 
does it? ; 

Mr. Parman. I hope it does. 

Mr. Mutrer. It hasn’t up to this time. 

Mr. Parman. No, it hasn’t. 

Mr. Wo tcorr. Will the gentleman yield? 

Mr. Parman. I yield. 

Mr. Wo corr. I think we all know to whom you have reference. 
As far as I am concerned I have never considered it a crime to dis- 
seminate the principles of Americanism. 

I hope the gentleman won't take that attitude. I hope the gentle- 
man from New York doesn’t take the attitude that this particular 
gentleman was a Fascist because he was disseminating principles of 
Americanism. 

Mr. Mutter. If he was disseminating principles of Americanism I 
wouldn’t call him a Fascist. 

I don’t think those principles were principles of Americanism. 

The CHarMan. Let’s not try any collateral issues. 

Mr. Parman. Well on rationing, Mr. Newsom, that is a good point 
you brought in there, and I think we ought to consider it, but the 
truth is, the way I judge this thing, that the people are not in the mood 
for any direct control at this time. Is that the way you feel about it, 
Mr. Newsom ? 
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Mr. Newsom. I think that is true, so far as the majority of the people 
are concerned. 

Certainly my own mail clearly indicates that the farmers of this 
country are—— 

Mr. Parman. Not in the mood? 

Mr. Newsom. Not in the mood. 

Mr. Parman. For any direct controls or regimentation ? 

Mr. Newsom. That is right. 

Mr. Parman. In other words this emergency hasn’t become serious 
enough to make them believe they ought to do that? 

Mr. Newsom. That is right. 

Mr. Parman. They are sitting around just like Members of Con- 
gress, waiting for Pearl Harbor to unify us. If we have a Pearl 
Harbor then we will all get together. 

Mr. Newsom. I think that is right. The point that I tried to make, 
sir, is that the processes of our democratic procedure are sometimes a 
bit slow. That is about the only thing that I think that is the matter 
with them. 

And it seems to me that it might well be in order for us to have 
some on-the-shelf provisions for this type of program, but I am trying 
to say how and only how it could be put into effect. 

Mr. Parman. Well, if you put it on the shelf it can be used any time, 
and that is where we are having trouble, getting it ready for the shelf. 

Mr. Newsom. I concede that, but I concede, too, that as you think 
it over, you will recognize that this matter of imposition of rationing 
first is not only completely sound, in my judgment, but it is one that 
involves a certain amount of resistance and lack of ready acceptance 
to the point that I don’t think we would have quite the chance of a 
premature use of that authority that we have seen. 

Mr. Parman. It appears to me to be a great consideration. 

Of course in setting up rationing boards, first you have 3,071 coun- 
ties in the United States. You would have to have about 5,000 or 6,000 
different rationing boards. But you would have the advantage of 
having local people, neighbors, pass on the local problems, wouldn’t 
you? 

" Mr. Newsom. That is right. 

Mr. Parman. In other words if one fellow got too much beef, why, 
the neighbors would know it, and that would have a tendency to help 
enforce the law. 

Now, if you had a way of allocating to each town, and each com- 
munity, or to each area served by a rationing board, the amount of 
beef, for instance, the average amount of beef that that area has con- 
sumed in the past, and then just divide that up, that would be almost 
equal throughout the Nation. 

But if you let town A have a lot more than what they normally get 
and take it away from town B, you would be in an awful mess there 
pretty soon, wouldn’t you? 

Mr. Newsom. Absolutely. 

Mr. Parman. How would you go about that? Would you try to 
allocate—you would not only ration to the consumer, but you would 
try to ration higher than the consumer level and try to give to the local 
community the same proportion, is that right ? 
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Mr. Newsom. Frankly it seems to me we would quickly want to 
come to a rationing on a per capita basis or some similar basis. I 
can’t think of any thing wrong right now with the per capita basis 
as a short-time emergency program. ae 

I come right back to this premise: That this program of rationing 
ahead of price control is so fundamentally sound that I know it is 
administratively a great deal easier to do with justice and equity 
to all the people, than the kind of price control without rationing 
that we now have. 

Mr. Parman. This is directly on the question: What happened 
during the other emergency, in the rationing program, say on beef, 
to people of the Seventh Day Adventist faith, who don’t actually 
consume beef at all? What happened to their supply ? 

Mr. Newsom. They probably gave their tickets away. I know of 
a few cases where they turned them back in to the Board. But I 
assume that that probably wasn’t universal. 

Mr. Parman. That is all, Mr. Chairman. 

The Cuatrman. Dr. Talle. 

Mr. Tatie. Thank you, Mr. Chairman. 

Mr. Newsom, I think you have a good statement, and I want 
to say, for your organization, that it has always furnished us good 
ments, and in my opinion your point of view has always been a rea- 
sonable one. You have some regard for the other fellow. 

I remember with affection your late Mr. Albert Goss, who was cer- 
tainly very helpful to the committee during his tenure. 

In the matter of consumer subsidies, you have just a brief state- 
ment about it. I will quote it: 

Consumers’ subsidies are highly inflationary in themselves, and will tend to 
defeat the very purpose for which these subsidies have been advocated. 

I agree with that. Would you like to point out, briefly, how they 
are inflationary ? 

Mr. Newsom. Yes, sir. They are inflationary because they are 
not predicated on an understanding of the problem. 

The problem is a lack of balance between supply and purchasing 
power. Consumer subsidies tend to expand purchasing power. They 
don’t do anything to supply, in a positive manner. They do dis- 
courage the production of supplies. 

I will point this out: My good friend, Claude Wickard, former 
Secretary of Agriculture, was faced with a similar demand. I hap- 
pened to be talking to Claude shortly after he had the experience of 
somebody rushing in the office and saying, in effect, “We have got 
to have so many more tons or gallons of milk next year, because 
the consumers need that, and we have got to provide a subsidy to en- 
courage the production of more milk.” 

That was his proposal. Claude, being a good Indiana farmer, had 
some resistance to that philosophy, thank heaven, for a while. I don’t 
know how effective it was all along the line, I don’t recall the whole 
story just now, but Claude’s comment was this: 

Don’t you realize it takes 3 years to produce a milk cow, and that the farmer 
is not going to save additional heifers and try to produce additional milk cows 
on the strength of a subsidy which may be terminated at a time before that 
heifer could actually be brought into production? 
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I am trying to say to you that subsidies, over the long pull—and I 
continually remember Secretary Marshall’s comment in one of the 
first of these so-called off the-record conferences which I attended— 
the Secretary said very effectively, so far as J am concerned, that 
the best we can hope for is a long period of tension and strife. 

I am trying to say to you that subsidy is so politically uncertain in 
the opinion of the farmers of this land, that they will not lend that 
sort of influence to expand production by the necessary amount, to the 
extent that farmers would respond to a fair price at the market place. 

Mr. Tati. In other words, the farmer wants to get his income in 
the market place? 

Mr. Newsom. The farmers believe thoroughly in that old state- 
ment of 2,000 years ago, that “the laborer is worthy of his hire,” and 
if he can’t collect the value of his hire at the market place, then there 
is something wrong with the product of that labor and we had better 
be doing something else. 

Mr. Tatue. Now if the Government borrows money—and it has 
been doing that for quite a while—if it borrows money for the pur- 
pose of paying consumer subsidies, that is certainly an inflationary 
operation, is it not? 


Mr. Newsom. It certainly is, and I would remind you—I am not 


too sure of the figure, but as I recall it, there is about $4 billion of our 
present inflationary pressure, that is a direct result of that money that 
we borrowed to pay subsidies in the last war effort. 

Mr. Tatxie. I remember that Mr. Goss used to speak of rationing, 
often, so that your presentation of the importance of rationing is a 
familiar one. It is a program your organization has held to over a 
long period of years. 

Mr. Newsom. It certainly is. I would remind you that the whole 
Grange program—I know something about it, I served as master of 
the Indiana State Grange for 13 years, I have been Chairman of sev- 
eral of the important committees—and I want to say to you for what- 
ever it may be worth that Albert Goss was one of the most constructive 
men in my judgment that it has ever been my privilege to work with. 

I am trying to say that this eight-point program, which originally 
was spelled out exactly as I have it here, by Mr. Goss himself, is 
a master’s address, is the product of our discussion of this type of 
problem since 1941. 

I was chairman of the agriculture committee in the National Grange 
session in Worcester, Mass., in 1941, in November, just prior to Pearl 
Harbor, and we wrote an anti-inflation program that is substantially 
in agreement with this particular statement. We have modified it 
just a little, as situations have come along. 

But there is vast truth in what you say, sir. 

Mr. Tarte. When Secretary of Agriculture Brannan was before 
the committee, and subsequently, when Secretary of Labor Tobin was 
before the committee, I asked them about the wisdom of setting up an 
arrangement that involves a marketing season, for commodities, keep- 
ing in mind that the marketing season is very short for some truck 
crops that are brought in from near the city, and it may be continuous, 
in other words around the year, for other commodities. 

What do you want to say about the marketing season idea? 

Mr. Newsom. Well in my judgment, this matter of freezing prices— 
assuming that we have a sufficient amount of pressure, now, to push 
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prices up to the ceiling, throughout the year—if we are to assume any 
need for direct price control, we have to make the former assumption— 
assuming, therefore, that we do have that need, and that the prices 
would be bumping the ceiling throughout the year, don’t you see that 
we have completely destroyed all incentive to regulate our flow of 
agricultural products to market ¢ 

Don’t you see that, instead of breeding our cows to freshen in the 
deep winter, and to produce milk when production is high in cost, 
that we certainly would be justified, economically at least, in follow- 
ing the couse of least resistance, and have our cows freshen in the 
spring, when we have no trouble in saving the calves, just as we would 
the pigs. We would have an awful glut. We would have a tremen- 
dous volume in those periods of the year when we have lower cost of 
production, and likewise, we would have a tremendous shortage in 
those seasons when it has been necessary for us to have price differen- 
tials to encourage the production at those seasons. 

Mr. Tatxe. I agree with you, and in conjunction with my question 
to the gentleman I mentioned, I asked them if they were willing to 
freeze, or fix, all of the factors that go into the parity formula, if 
they set it up on the basis of a year-round period of time. 

Now if they are not fixed, what happens to the parity idea ? 

Mr. Newsom. If they are not fixed, the thing that happens under 
this parity freeze thing is just what I have said. We will have actual 
parity going up, but we will have parity for purposes of ceiling 
fixed here, until we will have the one price up here and the other 
one down here, and we will have an abrupt change in the parity price 
for ceiling purposes, then, at the end of that marketing year, and I 
have only this to add: 

That some 2 or 3 months ago, when Mr. Johnston called me and 
asked me to come on over to the office, his opening statement in that 
discussion was just this: Mr. Newsom, we have been talking about 
this matter of farm prices and stabilization for a good long while, 
and I say to you right now that unless we can freeze parity, or do 
something about parity, in a dollar-and-cents way, we have no chance 
under the sun of making any progress toward stabilizing wages. 

And I started to argue with him about the justification of the pro- 
visions in the Defense Production Act of 1950, and his comment was 
just this—and this is not a personal attack on Eric Johnston. I have 
know him for some time and have liked him for a good many years. 
I am just saying that we have got to be realistic in this thing, in this 
discussion, regardless of personalities—and his comment was just 
this: 

“You have no idea of the literal hell and abuse that I have been 
through.” With apologies for the term, but it was a quotation. And 
he said, “Fully half of that 200 hours’—that was at the time of the 
labor walkout on the Stabilization Board—“fully half of that time 
has been devoted to an abuse of agriculture, and I say to you that 
those people are so powerful and so potent, that if we don’t stabilize 
agricultural prices first we don’t have a chance of stabilizing the wage 
level of this country.” 

That is what I mean by my reference, in this prepared statement. 
to the political pressure for a political approach to this matter of 
inflation. I think we must have the courage to say that that kind 
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of an approach has no place in an emergency economy such as faces 
America at this time. 

Mr. Tauie. Are you aware of the appearance of any black markets 
thus far? 

Mr. Newsom. No; I would remind you that effective ceilings at 
the producer level just became effective yesterday, wasn’t it? 

Mr. Tatxe. The administration has been very slow in using the 
powers it was granted on the 9th of September, when they were en- 
acted into law, September 9, 1950. The President said then he didn’t 
want the powers. We gave them to him anyway, and he said he would 
sign the bill and regard them as stand-by. Nothing was done until 
the 26th of January, when some move was made to find some per- 
sonnel to undertake the control job. It has been a slow-motion oper- 
ation, except that inflation has moved very fast. 

Now we are up against a pretty vigorous thing to deal with. It 
is quite late, and yet the administration is not using its old-time 
powers to the fullest extent. 

Mr. Newsom. Frankly, I wish that the administration and all the 
rest of us had been a great deal faster in putting into effect the four- 
step sound program to correct the causes of inflation and slower in 
approaching this unsound solution. 

Mr. Tatie. I quite agree with you. 

Have you any idea as to the probable cost of policing the situation, 
if it is to be dealt with in the manner the administration advocates ‘ 

Mr. Newsom. I made one reference to it. You might be interested 
to know that we have had a sizable amount of interest, on the part of 
farmers, in the justification of paying $3.60 an hour for meat graders 
to police the meat-marketing processes all over the country, when the 
average return for farmers for producing that meat, is supposed to 
be, by Department of Agriculture figures, assuming that we allow 
ourselves as farmers nothing for management, and 5 percent for re- 
turn on our investment, the average labor return to the farmers of this 
country according to Secretary Brannan—and I expect his figures 
are pretty reliable—69 cents an hour. 

Now I say, in answer to your question as to cost of policing, that 
$3.60 an hour for people that might well put an honestly intentioned 

rivate grader of meat behind bars, if you please, is seemingly a pretty 
igh cost for policing operations. 

Mr. Tatix. Thank you, Mr. Newsom. 

The Cuarrman. Mr. Multer. 

Mr. Mutter. I will pass for Mr. Deane at the present time. He was 
here before I came in. 

Mr. Deane. I don’t believe I have any questions, Mr. Chairman. 

The CuarrmMan. Mr. Scott. 

Mr. Scorr. I am passing, at present, Mr. Chairman. 

The Cnarrman. Mr. McKinnon. 

Mr. McKinnon. I have just one brief question. 

Did I understand you to say that porterhouse steak at about $1.18 
a pound isin a sort of luxury class, like Cadillacs ? 

Mr. Newsom. That is the comparison I made. I grant you it isn’t 
too good but it does have some virtue. 

Mr. McKrnnon. Did I understand you to say a moment ago that 
you proposed to put an excise tax on luxury items? 
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Mr. Newsom. I didn’t make that proposal in the statement, but 
I say that, as a direct approach, it recognizes the problem and the 
factors. I think that was a proposal made by the Council of Economic 
Advisers to the President along about the first of the year, and I sub- 
scribe to its soundness. 

Mr. McKinnon. In other words, you subscribe to the idea of putting 
an excise tax on luxury items? 

Mr. Newsom. That is right, and I would go further than you have 
just now stated. _ 

I would subscribe to it as a sound proposal on any item the price 
of which seemingly puts it into a luxury class compared to other 
comparable items of availability. 

Mr. McKinnon. Then you in the Grange would advocate putting 
an excise tax on beef, on the higher cuts of beef ? 

Mr. Newsom. Above certain luxury price levels. I don’t know that 
I am in position to establish the level right now, but the point is that, 
if there is so much consumer purchasing power that the consumers are 
willing to pay an unreasonably high price for a given commodity, 
then it would seem sound to tack on some additional high price that 
would be a deterrent to them on the one hand, from purchasing that 
item, and would help to finance the cost of this effort, on the other. 

Mr. McKinnon. That is all I want to know. You advocate, on 
the luxury cuts of meat, levying an excise tax to discourage buying. 

Mr. Newsom. Above a certain level; yes, sir. 

Mr. McKinnon. That is all, Mr. Chairman. 

The Cuamman. If the members will indulge the chairman for just 
a minute, I would like to get your opinion, Mr. Newsom, if you can 
give it to us in a few words, as to this: 

What is the effect of the commodity exchanges on the prices of 
commodities—the things the farmers need and produce ? 

Mr. Newsom. Well, I suppose it is entirely accurate to say, sir, 
that under certain circumstances the commodity exchanges have, by 
gaining control of a sufficient volume of a commodity, acted in an 
inflationary manner. 

But I want to mention to you a real service that, in my judgment, 
they perform to the farmers. 

Let us assume for a moment that we had no futures market and 
we had no board of trade in Chicago or Minneapolis. Can’t you see 
how disastrous pricewise a wheat glut in Kansas might be, when you 
simply couldn’t move it, there were not an adequate number of freight 
cars to move it, and the dealer in the grain would simply have to buy 
it at a sufficiently low figure to protect himself against a potential 
loss before he got the money back out of it 

I am saying that the hedging opportunities provided by the com- 
modities market really serve agriculture well in this matter of stabi- 
lizing price to some extent in periods of excessively heavy marketing. 

The CuatrMan. But if it was unrestrained, it would have infla- 
tionary tendencies ? 

Mr. Newsom. That is right. I think it could have, and I think it 
has had, under certain circumstances. 

The Carman. Mr. Bolling. 

Mr. Bottrne. Mr. Newsom, I am particularly interested in some 
of the things you said on page 4, in speaking of the things that you 
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apparently feel should have been done promptly, you speak of a 
vigorous tax policy at individual levels. 

‘Does the omission of a reference to corporation taxes indicate that 
there should be no increases in corporation taxes ¢ 

Mr. Newsom. It clearly indicates our desire to saddle an increasing 
amount of the necessary tax hability of this land, at the individual 
level, rather than to impose that tax liability through the form of 
hidden taxes. 

Mr. Botting. What about corporation taxes ? 

Mr. Newsom. I think corporation taxes—and I am not a defender 
of corporations in any sense of the word, I am talking about all of 
us as people—I think corporation rates have gone to a level—they are 
passed on, we must recognize that they are passed on in the products 
of those corporations, there is no other place for them to go, and they 
have to go there—I am not attacking the corporations for doing that, 
and I am saying to ~~ that we have gone that route so far in our deter- 
mination to impose tax liability on the basis of ability to pay, that 
we are now actually almost ignoring ability to pay. 

I am saying to you that as we impose increasing tax liability on 
the corporations and the business of this country, and force them to 
pass that tax liability on to the consumer, they do pass it on. 

Let’s take the shoe-manufacturing corporations, for example. They 
pass their tax liability on to the purchaser of shoes for a dozen chil- 
dren, just exactly in the same proportion, per pair of shoes, if you 
please, that they do to the high-level income person with no children, 
perhaps, to buy shoes for. 

It is the rankest sort of an ignoring of ability to pay, because of 
the passing on of that tax liability. 

Mr. Bourne. I take it, then, that you are fully aware of the in- 
creasing corporate profits since you state that they are passing it on 
to the consumers? 

Mr. Newsom. That is right. 

Mr. Botiine. Further, you mentioned a realistic emergency excess- 
profits-tax structure. I take it from your — ious statement that 
you not only feel that the emergency income-tax bill passed by the 
Congress, but the excess-profits tax passed last year, was not adequate. 

Mr. Newsom. We do. 

Mr. Botiinc. Would you be more specific in your criticism of the 
present excess-profits tax ? 

Mr. Newsom. Well, frankly, we feel, and Dr. Sanders so testified, 
in the consideration of that proposal, that the present level of excess- 
profits tax is unrealistic in view of the emergency. 

I am not quite as well prepared to make a statement on that point, 
as brother Sanders, who made our own presentation, but I did work 
with him, and I know something of what was in there. 

We think that perhaps there should be more safeguards in the 
matter of determination of the level above which profits become excess, 
but having reached that determination, on a sound basis, we think that 
the level of excess-profits tax is not adequate. Does that answer your 
question ? 

Mr. Botiine. Is not high enough ? 

Mr. Newsom. That is right. 

Mr. BotirNe. Not high enough / 

Mr. Newsom. That is right. 
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Mr. Bottrne. And again, you have fully taken into account the 
profits of the corporations as ‘reported for 1950 and the beginning of 
1951? 

Mr. Newsom. As best we can, we have. 

Mr. Botirne. That is all. 

The Cuarrman. Mr. Buffett. 

Mr. Burrerr. Mr. Newsom, I have just two questions. 

Can your farmers raise crops as fast as the Treasury can print 
paper money and bonds, with larger and larger numbers on them / 

Mr. Newsom. Well, I think the answer to that question, sir, is very 
obvious. 

We are rather proud of our production effort, but we haven’t been 
able to keep up with demand, if that answers your question. 

Mr. Borrerr. Can you supply this committee with any evidence 
to support the notion that inflation can be halted in the absence of a 
money unit redeemable in gold ¢ 

Mr. Newsom. May I ask you to repeat your question ? 

Mr. Burrerr. Yes, sir. It is a long question, and I will be happy 
to repeat it. 

Can you supply the committee with any evidence to support the 
notion that inflation can be halted in the absence of a currency or 
money unit redeemable in gold ? 

Mr. Newsom. Well, I am not sure that I know exactly how to an- 
swer that one. 

I can say to you very frankly that we think we are convinced, 
within ourselves, and I assume that we therefore could supply the 
committee with something that, in our judgment, would be evidence 
that the value of money can be established without returning to the 
gold standard. 

Does that answer your question ¢ 

Mr. Burrerr. Yes, sir. 

Mr. Newsom. I realized I was cutting ourselves out of a job, but 
I tried to answer vou accurately and honestly. 

Mr. Burrerr. Thank you very much. That is all. 

The Cuamman. Mr. Burton. 

Mr. Burton. Mr. Newsom, you made the statement, I believe, that 
only those close to the source of supply will get meat. 

Now, the slaughter quotas, based on the amount slaughtered last 
year, are designed to provide equal distribution of meat, and you seem 
to feel justified i in your prediction. 

Is that your feeling ? 

Mr. Newsom. I am sorry to confess to you that I was concerned 
with being sure that we got a notation made of the previous question, 
and I didn’t get the start of yours, 

Could you “do it over? 

Mr. Burron.’ You made the statement, I believe, only those close 
to the source of supply will get meat. You further state that those 
in urban areas probably would have to go without meat under present 
plans. 

But slaughter quotas, based on the amount killed last year, are 
designed to ] provide equal distribution. 

Am I to understand, from your prediction, that this will or will 
not be accomplished by the present plan of the Office of Price Stabili- 
zation ¢ 
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Mr. Newsom. Again, I remind you that I am talking about the 
long-term point of view. : 

Over a reasonably short period of time, when our production is 
already achieved, to a large extent, and will move to market, im- 
paired only to the extent that we are now in the process of slaughter- 
ing unfinished animals and young animals that should be fed out, 
and thereby provide a greater quantity of meat later than they are 
providing now—in other words, we have a reasonably adequate sup- 
ply of meat for the time being—but as we move into a period, a year 
or two from now, when the full import of this sort of a program is 
felt on the total supply available, the point that I am making is that 
those people who are close to the place where the meat is produced, 
will just inescapably get a greater share of that diminishing supply, 
by reason of the fact that there is no mechanism provided, and there 
hasn’t been, and in my judgment it would be very difficult to provide 
such a mechanism. 

Mr. Burton. Do I understand, then, the slaughter quotas, as pres- 
ently provided, will tend to give you that distribution for the present ? 

Mr. Newsom. That is right. 

Mr. Burton. But will not work over a period, if we go into a greater 
shortage ? 

Mr. Newsom. That is right. 

Mr. Burton. Well, I believe you are advocating a rationing system 
rather than the present system of price control. . 

Many of us have looked upon rationing as being much more drastic 
than price control, and have thought that should be the secondary step 
rather than the first. 

Mr. Newsom. Well, I think you have got the cart before the horse, 
and I earnestly submit that you had better look at it pretty hard. 

Because the basic problem, again, is one of supply not being ade- 
quate to meet demand. 

Obviously, there isn’t much that we can do about supply overnight, 
so isn’t it reasonable to assume that we ration our demands, and reduce 
our total over-all demands until they balance the supply available? 

Mr. Burton. Yes, sir, if it is necessary. But have we yet reached 
that point? And is it not likely that through the present system of 
control, that we should be able to hold inflation within reason ? 

Mr. Newsom. We can hold price, perhaps, within reason, but in my 
judgment that is far different than saying that we are holding infla- 
tion. 

Inflation, I repeat, is a lack of balance, and this sort of thing will 
aggravate that lack of balance, and that is why I say that it is infla- 
tionary in itself, if you are talking about anything more than a short 
period of time, and I think we have to talk about a longer period of 
time. 

Mr. Burton. No, I am talking about inflation, just as you, but how 
can we hold inflation, on our prime commodities, if we do not hold 
prices down. 

Mr. Newsom. In my judgment the only sound use for price control 
in and of itself, is for the purpose of restricting our own income as 
individuals, so that that income does not out run the supply of con- 
sumer goods available. 
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Mr. Burton. I won’t question you further, except to ask one further 
question, and that is this: You mentioned a potential supply, an 
additional supply of sulfur. 

Is that in sight, within territorial United States? 

Mr. Newsom. Yes, sir. I am advised by Mr. Wilson, in a recent 
meeting, that it is in sight, and that he refuses to accept the statement 
that there isn’t anything we can do about it effectively within this 
calendar year, and that is the most encouraging statement I have heard. 

Mr. Burton. Thank you. That is all. 

Mr. Fueare. I would like to ask a question or two. 

The CuarrmMan. Mr. Betts was next. 

Mr. Berrts. I was just wondering: Do you know whether or not the 
views of the Grange with respect to rationing are shared by any 
other farm organizations ¢ 

Mr. Newsom. Not yet. We are working on that one, because we are 
so sure we are right, but they haven’t accepted it as yet. 

Mr. Berrts. All right. We are in a hurry to go so I will only ask 
one more question. 

What is the membership of your organization ? 

Mr. Newsom. About 855,000. 

Mr. Berrs. And about what percentage of the American farmers 
does that represent? Do you have any idea ?¢ 

Mr. Newsom. About 10 percent of actual farmers, I guess. 

Mr. Berrs. That is all. 

The Cuarrman. The committee will adjourn to meet at 2 o’clock, 
Mr. Newsom. Can you be back at that time? 

Mr. Newsom. I can. 

The Cuarrman. There are three members who have not yet had an 
opportunity to question you. 

Mr. Newsom. Very well, I will be back at 2 o’clock. 

(Whereupon, at 12:15 p. m., a recess was taken, to reconvene at 
2 p.m. of the same day.) 


AFTERNOON SESSION 


(The committee reconvened at 2 o’clock p. m., Hon. Brent Spence, 
chairman, presiding.) 

Members present: Messrs. Spence (presiding), Brown, Multer, 
Deane, McKinnon, Dollinger, Bolling, Kluezynski, Wolcott, Gamble, 


Talle, Kilburn, Cole, Nicholson, McDonough, Buffett, and Betts. 
The CuarrmMan. The committee will come to order. 
Mr. Newsom, you may resume the stand. Some of the members who 
have not had an opportunity to interrogate you have a few questions. 
Mr. Newsom. Thank you. 


STATEMENT OF HERSCHEL D. NEWSOM, MASTER, NATIONAL 
GRANGE—Resumed 


The Cuatrman. Mr. Multer, I believe you have some questions. 

Mr. Mutter. Mr. Newsom, I notice that you advocate a change in 
the manner in which the so-called watchdog committee would be ap- 
pointed. I am referring to the last part of your statement. 

Under section 712 we now have a watchdog committee appointed by 
the chairman of the House Banking and Currency Committee, five 
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members, three from the majority and two from the minority, and the 
same by the chairman of the Senate Banking and Currency Committee. 

You advocate that instead of those men being named by the chair- 
men of those comsmitters that they be elected, or “named, by action of a 

‘caucus of each party ? 

Mr. Newsom. Yes, sir. 

Mr. Murer. Tell me, if you will please, who on the watchdog com- 
mittee do you or your industry take objection to 

Mr. Newsom. That isn’t the basis for our advocacy of a change at 
all, if you please. 

As a matter of fact, I tried this morning to say that we not only 
feel that we must safeguard this theory of “balance of power, but we 
feel very definitely that we must tie party responsibility into the ad- 
ministration of anything so drastic, I think I should say, for want of 
a better word, as this delegation of authority to the executive branch 
of Government involved. 

I am saying to you that it is my own interpretation of the present 
situation that the chairman of the committee might feel a little less 
keen responsibility, without any reflection at all upon the present 
chairman or any other chairman—I am talking in theory—the chair- 
man might feel a less keen responsibility for the persons selected from 
the minority party than the party caucus itself would feel. 

Mr. Mvurer. Don’t you know they are selected according to sen- 
lority ? 

Mr. Newsom. At the present time, but frankly I would like to elimi- 
nate that practice in this particular instance. 

Mr. Mutrer. Don’t you also realize that no chairman of any com- 
mittee ever appoints minority Members except that the minority party 
suggests the appointees‘ ‘The minority Members are always selected 
by the minority party 4 

Mr. Newsom. Well, frankly, it was my feeling that they would be 
selected by the members of the committee of which that man is a 
chairman. 

Now, if they are actually selected by the members of the party, 
throughout the House and Senate, then perhaps my suggestion doesn’t 
have too much merit. 

Mr. Muurer. Let’s be frank about it: 

Isn’t what you are seeking to do is to get membership on this joint 
committee of persons who are not on the two banking and currency 
committees ¢ 

Mr. Newsom. No, that is not accurate. We are not seeking to elimi- 
nate anybody. We are seeking only to try to be sure that this par- 
ticular safeguard is close to the people and to the respective parties. 

Mr. Mourer. Who would you add to these committees, if you had 
the choice of adding anybody ¢ 

Mr. Newsom. I don’t know. I haven’t gone into that at all, sir. 

As a matter of fact, Iam not sure that there is anything the matter 
with the present personnel of the joint committee. I haven’t even 
made up my mind to that effect, except that I don’t think they have 
had adequate provision for a staff. 

Mr. Mutrer. I think if the members of the joint committee felt 
they needed additional staff, they have the power and the authority 
and the right to do it, and the money js there with which they can do 
it, so if they need more staff they can have it. 
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Mr. Newsom. Thank you. 

Mr. Mutrer. So the record will be clear, I am not a member of 
the joint committee, but I did feel that 1 ought to indicate that, in 
my opinion, the committee members appointed by the two chairmen 
are responsible and responsive members of both parties, and whether 
they be selected by a caucus of the parties or otherwise, I don’t think 
they could have made a better choice. 

The Carman. Will you yield? 

Mr. Murer. Certainly. 

The Cuairman. The authority to select the committee is vested in 
the chairmen. I selected three Democratic Members because of their 
seniority, and then I asked the senior minority Member, Mr. Wolcott, 
whom he desired to have go on the committee, and he selected the two 
minority committee members, and he also selected them by seniority. 

That is the way they were appointed. 

Mr. Newsom. The one point that I want to make, Mr. Chairman, 
is that in my brief experience here, I have had occasion to be at the 
White House with the President on several occasions, and I am deeply 
impressed with the fact that no one man, no matter who he is, can 
live with the administration of all of this sort of complex thing, 
and I am trying to say to you that I think we all have a very definite 
stake in making this liaison committee, this joint committee, if you 
prefer, as completely well informed on the one hand, and as respon- 
sive as possible on the other. 

Mr. Mutter. Mr. Newsom, I think it is fair to say that every member 
of this committee, at least—and I think most Members of the Con- 
gress—when witnesses come before us, assume that they are good 
Americans. I think we should assume it unless they prove some- 
thing to the contrary, and that all of them are coming in voicing their 
opinions, indicating what they think is best for the country in this 
emergency period, and I think we extend that credit to every witness 
who comes in here. 

At the same time, I think that if I were a witness, coming in before 
a committee and trying to show the injustice of a control law, I would 
come in with more than just general statements of patriotic fervor 
and desire. I would come in with figures and facts, and show how we 
are being hurt, if we are being hurt, and I hope that before we get 
through with the meat situation—and I notice that we have a long 
list of witnesses in connection with the cattle and meat-packing in- 
dustries—we will get some facts and figures so that you can show 
us how you are being hurt, if you are being hurt. 

Mr. Newsom. May I say, Mr. Chairman, that there is a great deal 
more important question in this discussion, in my judgment, than 
how the beef producers are being hurt by the roll-back. It is a ques- 
tion of whether or not agriculture is going to have the opportunity 
to provide the food and fiber that this mobilization effort requires. 
That is the question to which we have addressed ourselves, as a general 
farm organization, if you please. 

Mr. Mutter. In other words, you don’t take the position that those 
whom you represent are being hurt by these controls that are now in 
effect # 

Mr. Newsom. We don’t take the position that that is the most im- 
portant thing in this discussion. We do take the position that there 
is a definite injustice in this violation of pledge, that there would 
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not be a roll-back. We have been assured of that by several indi- 
viduals, including Mr. Ericson, in Mr. DiSalle’s office, including Mr. 
Harry Reed, in the Department of Agriculture. They had defi- 
nitely said there would not be a roll-back. 

Mr. Mutter. When was that ? 

Mr. Newsom. About 3 weeks ago, or 4. We had assured our pro- 
ducers that we had had their commitment. 

Mr. Mutter. Mr. Newsom, let me say to you that they had noright . 
to give anybody any commitments. 

Mr. Newsom. I realize that. 

Mr. Mutter. This law was written without giving anybody assur- 
ance that there would be no roll-backs. We gave notice in the law of 
intent to roll-back where we fixed a base period of pre-Korea. We 
have set up this law in the hope that they would administer this law 
fairly and equitably for everybody and that they would give no assur- 
ee to any special group that there would be special privilege to any- 

ody. 

Now, I would like to have you give us, if you can, give us some facts 
and figures showing how the industry that you represent, how the 
farmers that you represent, rather, are hurt by this roll-back of meat 
prices. 

Mr. Newsom. I will give you one—— 

Mr. Murer. Which you have addressed yourself here today. 

Mr. Newsom. I will give you one right now. I thought I gave it to 
you this morning, but apparently I didn’t. 

Mr. Motrer. Well, I may have missed it. 

Mr. Newsom. The master of the Indiana State Grange had some beef 
cattle just about ready for market. He wanted to finish them a little 
further. 

He didn’t market them until this scare came about. He assures us— 
and I have complete confidence in his integrity and his judgment— 
assures us that in 3 days’ time the price of those cattle on the Indianapo- 
lis market declined about 714 cents. His commission man con- 
firms that 714 cents per pound, on a beef animal that weights about a 
thousand pounds, I think that will give you the figure that you are ask- 
ing for now. 

I should hasten to say that he purchased some of those feeders at a 
sufficiently low price that he assures me that he actually did not lose 
any dollars and cents. He simply lost his effort throughout the feeding 
period. 

Mr. Mvtrer. Well, I refuse to believe that he lost anything unless 
he gives us the figures showing what he paid for his cattle, what it cost 
him to feed them to the point that he aisposed of them, and what he 
disposed of them for. 

If you give us those figures, then we can conclude whether or not he 
lost, and from all the facts and figures that I have seen given to us 
by the Department of Agriculture, and by Mr. DiSalle’s office, and 
the failure of the meat industry to give us any facts and figures, I con- 
clude that he suffered no loss, and I think that is typical of the industry. 

Now, maybe I am wrong, but until he comes in here and gives us the 
facts and figures that will be my opinion. No one has a right to come 
in here and say to us, “You can take his word for it that he has lost 
money.” 
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Now, I am very happy to note your statement that a more vigorous 
over-all program is imperative. Yet I can’t reconcile some of the other 
things you say here, about how you are going to bring about that more 
vigorous over-all program. 

he farmers are doing all right in this country today, are they not? 

Mr. Newsom. Some of them. 

Mr. Mutter. Are there any who are not? 

Mr.,Newsom. That depends upon your definition of “all right.” 

Mr. Muurer. Are they doing much better than they did in 1945? 

Mr. Newsom. No. 

Mr. Muurer. They are not? 

Mr: Newsom. I would like to remind you that if the consumers of 
this country were today to satisfy themselves with the volume and 
the quality of food that they were consuming in the period 1935 to 
1939, they would buy that food for 5 percent less of their spendable 
income, than they bought it in 1935 to 1939. 

Tam trying to say to you—— 

Mr. Mutter. That is an interesting statement, but how could they 
buy it for 5 percent less if the price is 15 to 35 percent more 4 

Mr. Newsom. Well, they have had a tremendously higher income. 

You must recognize that the farm problem is a relative problem. 
We are a part of the United States economy, and when the rest of the 
economy is disrupted to the extent that it has been, it has a definite 
effect on farm incomes. 

Mr. Botirne. Would you yield, Mr. Multer? 

Mr. Mutrer. Surely. 

Mr. Boturne. The impression that I had, using factory wages as an 
index of wages, and using 1935-39 as the base period, factory wages 
are up 169 percent, and round steak 210 percent. 

Mr. Newsom. Well, I repeat that we are not trying to defend the 
level of the price of steak, but steak is only one item in the consumer 
index, and not all farmers are engaged in the process of producing 
steak, 

Now, the question that you may have to decide is whether or 
not you want to take steak away from the consumers at any price, or 
whether you are going to try to make it possible for them to buy it 
if and when they want to pay that price. 

I don’t have all of those figures completely in mind. I did have 
some cards here, that I wanted to check against the figures that you 
were using but I assume that they are in substantial agreement with 
the ones that I have had available. 

Mr. Mutter. Now, instead of going back as far as 1935-39, let’s take 
January 1950, to February 1951; is the farmer better off today than 
he was in January 1950? 

Mr. Newsom. Perhaps Dr. Sanders can answer that question. 

Dr. Sanpers. You are taking a date when the farm income had 
dropped about 24 percent from 1947, when you take the 1950 figures. 

In other words, you are taking as a base a time when the income of 
agriculture had dropped about one-fourth. 

Mr. Mutrer. Yes, sir; but in January 1950, when that farmer 
wanted to go out and buy goods, he didn’t go out and pay for it on 
what his average income was in 1939. He paid for whatever he bought 
on what his income actually was in January 1950, 





800 DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


Dr. Sanpers. Yes, sir. 

Mr. Mutrer. And you can’t change that, and it dropped, and he was 
not as good off in January 1950 as he was in some other period. 

Now, my question is very simple: Is he better off today, in May 
1951, than he was in January 1950? 

Dr. Sanvers. Yes, sir; your question is answered ; yes, sir, but then 
when you take the low point in his income and show that he has im- 
proved, that doesn’t give him a comparative status with the other 
people. 

Mr. Motrer. [f it was within the power of this Congress in January 
1950 to improve the condition of the farmers at that time you would 
have wanted us to do it and we would have wanted to do it; isn’t 
that so? 

Dr. Sanpers. It was quite obvious at that time that income had been 
dropping and that there was a considerable agitation that if that kept 
up farmers would be in a deplorable condition. 

Mr. Mutrer. And no matter what the reasons may be, his condition 
has improved. It is much better today than it was then ? 

Mr. Newsom. If I may I should like to come in here and remind you, 
sir, that if you will remember the period from 1921 to 1929 you will 
remember that agriculture—and I remember that period very well, 
I was on the farm and I know exactly what happened—you will re- 
member that agricultural income was declining throughout that 8-year 
period, and that we led the Nation down the path to despair. 

The 1929 crash was not a cause of anything. It was result of a 
$34 billion decline in agricultural equity. 

In the last 2 years, prior to Korea, agriculture was definitely leading 
this Nation down that same route to the tune of a 24-percent decline 
in its relative position. 

Mr. Mutrer. Haven’t we stopped that decline ? 

Mr. Newsom. Korea stopped that decline. 

Mr. Motrer. It is unfortunate that Korea had to come, but I think 
whether it was Korea or not we would have done something to stop 
that decline, because I think all of us realize that the farmer, as well 
as the wage earner, no matter how he is earning his wages, is an 
integral part of this country, and without them prospering the country 
can’t prosper. 

Mr. Newsom. Perhaps that is so, I don’t know what point that has 
in this discussion, but we would be happy to assume that that is true. 

Mr. Murer. From January 1950 to February 1951, the average 
increase of factory wages was 10 percent. 

Mr. Newsom. Give me your dates again. 

Mr. Murer. January 1950 to February 1951. There was a 10- 
percent increase in wages, factory wages. They went from $1.42 
to $1.56, while your round steak went up, at the retail level, 31 percent, 
from 85 cents to $1.12. 

Round steak isn’t a luxury steak, is it ? 

Mr. Newsom. Round steak is not a luxury steak ? 

Mr. Murer. Iamasking you. Is it or is it not a luxury steak? 

Mr. Newsom. I don’t count it as a luxury. The thing I attempted 
to say this morning, sir, was that if and when the price of any item 
passes a certain reasonable level, then it tends to get itself into the 
luxury class, so far as price is concerned. That is the reference I 
made. 
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Mr. Muurer. Well, the reason we take round steak and compare that 
increase with the increase in factory wages is because the round steak, 
I think, is the luxury steak of the wage earner. 
Mr. Newsom. It‘is the highest- priced food item you can put your 
finger on, I suspect. 
; Mr. Mutter. The round steak is? 
Mr. Newsom. I expect that is the reason you use it, isn’t it ? 
4 Mr. Mutter. Oh, no; oly no. 
j Mr. Kiuczynski. Sure it is. 
Mr. Mutter. Isn’t porterhouse more expensive than a round steak ? 
Mr. Woxcorr. Not now. 
Mr. Newsom. There is so little difference that we won’t fuss with 
you about that. Go ahead. 

















q Mr. Mcurer. Well, round steak is a main item on the featory wage 
~arner’s menu, is it not ? 
j Mr. Newsom. Oh, I would say beef generally is. I doubt if they 






would contend that they eat steak substantially over a period of years. 

There just isn’t 

Mr. Murer. Well, maybe they don’t but I think they want to, and 
I think they have a right to. 

Mr. Newsom. That is right, and we want them to if we can pro- 
duce that much. 

Mr. Mutrer. You are not going to control the supply by allocating 
in accordance with the wage earner’s income, are you 

Mr. Newsom. Let me have your ‘question again, please. 

Mr. Murrer. You are not going to control the supply by allocating 
in accordance with the wage earner’s income, are you ¢ 

Mr. Newsom. I don’t propose anything of that kind at all, if I 

¢ understand your question. 

Mr. Mvtrer. Well, what happens to this very vigorous over-all 
program you refer to? If prices are going to be allowed to run away 
with themselves, then you are going to have that situation, are you 
not? 

Mr. Newsom. Going to have what situation ? 

Mr. Mutrer. The necessity of rationing and alloc: ting it, and then 
you will have to allocate in accordance with the man’s ability to pay 
for it, won’t you? 

Mr. Newsom. Well, if you don’t have any rationing program, you 
are going to allocate according to his ability and willingness to pay for 
it in comparison to what he can get something else for. 

Mr. Mutter. Well, rationing and allocation are synonymous, are 
they not? 

Mr. Newsom. Well. possibly so, but we have come to think of allo- 

cation as at a higher than a consumer level. 

I have been referring to rationing as applied to the consumer level. 

Mr. Mutrer. You would ration at the consumer level and would not 

ration at the jobbers’ or wholesalers’ or packers’ level ? 

Mr. Newsom. There is no such implication, because the present 
measure before the committee provides for allocations. 

Mr. Murer. Now I want to get your thought on it, if you will, 
please, because I haven’t been able to understand it up to this moment. 
I am not saying that is your fault, but in advocating rationing at the 
consumer level are you or are you not also advocating rationing or 
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allocation, using either term, at the jobber level, at the wholesale level, 
at the packer level ? 

Mr. Newsom. When you have rationing, you will have to have it 
all the way, or it won’t be effective. 

Mr. Mutrer. And will we go right back to the ranch and the live- 
stock breeder and allocate as he sells his livestock ? 

Mr. Newsom. Well, I don’t understand why you would have to do 
that. I think perhaps my answer to the previous question may have 
been a little misleading, as I hear the echo now. 

The point is that if you effect a rationing program at the consumer 
level, then the supplier of that consumer will only have occasion to 
replenish his stock in direct proportion to the rationed ability of his 
consumers to purchase that commodity. 

Mr. Mvurer. I can’t follow this. 

You start at the very end, where the end product is being disposed 
of to the end users, or the consumers, who are not going to dispose 
of it except to cook it and eat it. You are going to ration there, and 
you are going to leave it more or less free all the way back to where it 
starts. 

I should think that if you were going to have a proper over-all 
control program you would have to start where the product starts in 
its raw state. 

Mr. Newsom. Let me first of all say that we are starting where we 
think the trouble is. The trouble is that the demand exceeds the 
available supply. 

The rationing program would balance the demand with the supply. 

The retailer would get the ration coupons, and it would be with 
them, and with them only, that he would be able to replenish the 
supply. 

I think automatically the answer to your question is “Yes, it would 
be rationed right back to the original source of supply.” 

Does that answer your question ? 

Mr. Mutter. It is your answer. 

Mr. Newsom. All right. 

Mr. Mutrer. I will take it, sir. 

You think that you can give the consumer ration coupons, let him 
present them to his retail butcher, and get the meat he needs, and that 
ration coupon is going to find its way back through the various trades 
and industries, the jobber, the wholesaler, the packer, the feeder, and 
eventually wind up with the livestock breeder ? 

Mr. Newsom. Let me say to you very definitely, as positively as I 
know how to say it, that the answer to that specific question is “Yes, 
sir,” but this whole discussion puts the emphasis, or tends to put the 
emphasis on what we regard as a late analysis attempt to approach 
this problem. 

I should like to make it perfectly clear for all members of the 
committee, that we place our major reliance, by all odds, on these 
indirect measures, these measures of increased individual income-tax 
liability. 

I don’t know whether the President’s proposal for a horizontal 
4-point increase is the sound proposal or not, but I do know that if 
we increase the tax liability of the individuals, and if we can somehow 
or other effectively encourage those individuals to invest in savings 
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bonds, and thereby absorb this 35 billion dollars of inflationary pres- 
sure we have, we will have corrected the situation, and will have 
eliminated the necessity for this program which you yourself indicate, 
by your very questions, is so unacceptable. 

I am simply saying to you, sir, that if the threat is as great as I have 
been told that it is by a great many people in positions of responsi- 
bility, I think it becomes our duty to provide some mechanism at the 
appropriate time—perhaps this is not it. 

Frankly, I don’t think we need all of this yet. 

I have tried to say that effectively. Iam only saying it again be- 
cause I am fearful that the line of your questioning may tend to put 
the emphasis in the wrong place, insofar as our feeling in this matter 
is concerned, 

Mr. Mutrer. You feel there should be no price control of any kind, 
on any commodities, at this time ? : 

Mr. Newsom. I do. 

Mr. Muurer. There should be no price control of any kind? 

Mr. Newsom. I do, right now. 

I am told by Mr. DiSalle that he cannot get a rationing program 
into operation. 

First of all, he says that he has no authority to do it, until given 
that authority by the President or by Congress, and I am convinced 
that a price-control program of the type that we have now, without 
the rationing program, will rob the consumers, will rob the whole 
domestic economy, and weaken our structure, which we can’t afford 
to do. 

Mr. Mourer. And when you say “no price control,” you mean no 
price control on steel or strategic materials or clothing or anything 
else ¢ 

Mr. Newsom. I say no price control at the consumer level. 

Mr. Mutter. Price control at the wholesale level ? 

Mr. Newsom. Frankly, I am not at all convinced that we need that, 
with the “asap that we have for allocations, inasmuch as you are 
talking about steel. I think allocations—and we have said as effec- 
tively as we know how 

Mr. Brown. I don’t understand the witness. Is he against price 
control ? 

Mr. Mutrer. That is what I am trying to find out. 

Mr. Newsom. I am against it, sir, unless it becomes absolutely im- 
perative by reason of the failure of a rationing program, if and when 
we get to the point that we need a rationing program, at which point 
I think we are not yet. 

Mr. Brown. That wasn’t the question he asked you. He asked if 
you were against price control at the present time # 

Mr. Newsom. I answered him that I am, at the present time, under 
the present conditions. 

Mr. Brown. That answers the question. 

Mr. Murer. And if the President refuses to give Mr. DiSalle the 
right to ration, are you then for price control? 

Mr. Newsom. I am not. 

Mr. Wotcorr. A parliamentary inquiry: Hasn’t Mr. DiSalle the 
authority to ration presently ? 
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Mr. Mutter. I think he has, but the witness said he didn’t have, or 
said Mr. DiSalle said he didn’t have, and rather than argue with 
him 

Mr. Wotcorr. He was quoting Mr. DiSalle. 

Mr. Newsom. I did not say that Mr. DiSalle did not have authority 
to ration. I said he told us at the White House that he did not have 
authority to ration, that it rested with the President, and there had 
been no delegation of that authority by the President. 

Mr. Woxcorr. Well, the thing that amazed me was that Mr. DiSalle 
should take the attitude that the President did not have the authority 
to ration. 

Mr. Movrter. I don’t think he took that attitude. He said the Presi- 
dent had not delegated to him that authority. 

Mr. Newsom. That is completely accurate. 

Mr. Wotcorr. Tlie authority to ration is in the act. 

Mr. Murer. There is no doubt about it. 

Mr. Newsom. That is right. 

Mr. Murer. And your position is that until we try rationing we 
should not try price control ? 

Mr. Newsom. That is right. 

Mr. Mutrer. And you think that if we limit the money supply of 
the wage earner, that will take care of the situation, so far as price 
control is concerned, insofar as food goes ¢ 

Mr. Newsom. I don’t think your question is quite fair, sir. I don’t 
want to be presumed to say that we must limit the supply of the wage 
earner. I think we should limit the money supply of all of us and 
then see that economy operates that we each have a fair share. 

Mr. Mutrer. You include the wage earner in that over-all state- 
ment / 

Mr. Newsom. That is right, I include all of us. 

Mr. Murrer. So you think if you took enough money out of the pay 
envelope of that factory wage earner, who is earning $1.56, if you take 
enough out of it so that he can’t buy that $1.12 per pound round steak, 
that that will bring the demand down to the supply and we won’t need 
any price control or rationing ? 

Mr. Newsom. Well, again, I don’t like the way your question is 
framed, if I may be so bold as to say so. 

What I am saying is that the consumer is now spending only about— 
or was, according to the last set of figures I saw, only spending about 
17 or 18 percent of his spendable income for food. 

Mr. Mutter. How much do you think he ought to spend ? 

Mr. Newsom. I don’t know that I have an answer to that question. 
I think he ought to live as high on the hog as it is possible for us 
to provide him the food to live on. 

I just repeat to you, there is no limit to how quickly we can change 
our production schedule here and provide more beef and less of other 
things. 

Mr. Mutrer. Did you ever stop to consider, sir; that Russia has a 
very complete rationing system, but no price-control system, and while 
its people can get ration coupons, they can’t get the goods? 

Mr. ieiras m. Well, I am terribly afraid, sir; that if we travel down 
the road that we are now on, we are moving in that direction rapidly, 
and that is my main plea to you now. Let’s don’t move along that 
road. 
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Mr. Mutrer. But if we must move along that road, you would 
rather take rationing before price control ? 

Mr. Newsom. That is right. 

Mr. Mutter. Despite the experience we saw in Russia? 

Mr. Newsom. Because of the inherent injustice in the other route. 

Now, this matter of rationing available supply, fairly, among all of 
our people, on a per capita basis, I submit to you, is a great deal sound- 
er, or a great deal less unsound, perhaps I should say, than 

Mr. Mutrer. You may have given this to us this morning, but I 
would like to have it from you, sir. 

You are the master of the National Grange? 

Mr. Newsom. Right. 

Mr. Mutter. That is made up of several State granges/ 

Mr. Newsom. That is right; 37, to be exact. 

Mr. Mutrer. Thirty-seven State granges. 

Mr. Newsom. That is correct. 

Mr. Mutrer. Is this statement which you have presented here today, 
your personal statement, or is it the statement of the National Grange? 

Mr. Newsom. The eight-point program that you see outlined on 
page 2 of that statement was substantially, if not exactly, the pro- 
gram that was recommended by Albert S. Goss, who prepared his ad- 
dress as master of the National Grange, just a few days before he died. 

Mr. Moutrer. You haven’t answered my question, sir. 

Is this your personal statement or is it his statement or is it the 
statement that you are making on behalf of the grange, authorized by 
the National Grange to make on its behalf? 

Mr. Cotz. He is trying to answer you. 

Mr. Newsom. If the gentleman will wait for the balance of my 
answer, Mr. Chairman I will have answered him in a manner that 
will mean something to him. 

Mr. Moutrer. I will wait. 

Mr. Newsom. This eight-point proposal was the recommendation of 
Mr. Goss, who, as I said, prepared his message as master of the Na- 
tional Grange before he died. 

It then became matter for consideration of the committee structure 
of the National Gange session. 

This is the form in which it was adopted by a unanimous vote of the 
delegate body of the National Grange. It therefore becomes the pro- 
gram of the National Grange. 

Any of the editorial content of the report following that is our 
attempt to, with our small staff here in the Washington office, in con- 
sultation with the executive committee, interpret that eight-point 
program. I think it is completely accurate, therefore, to say that this 
is the program of the National Grange. 

I would call the gentleman’s attention to the fact that, in making 
the statement which I made this morning, to the effect that in our 
judgment there might be some place for the proposal of the Presi- 
dent’s Council of Economic Advisers in consideration of excise taxes, 
at or above a real high level in the price of any commodity, which, at 
least, pricewise, might seem to put that commodity in the class of a 
luxury item temporarily, I made what I believe I had better clarify 
as a personal observation. 
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We have discussed it some among the staff members and in the office, 
but I don’t know that there is any place in written Grange procedure 
that specifically would apply that philosophy of excise taxes on ridic- 
ulously high-price items, to food. 

We do have a provision for the application of excise taxes to luxuries. 
I doubt if I am too far afield, assuming that the level above which 
excise tax might be effective is by our own standards properly estab- 
lished. 

Does that answer your question, sir ? 

Mr. Mutter. What was the date when this became the program of 
the National Grange? 

Mr. Newsom. In late November, perhaps, about the 20th or 21st, 
when it was actually adopted, but I would remind you, again, that 
as I said this morning, this is a cumulative sort of a program. I per- 
sonally have watched this program develop and expand since 1941. 

Mr. Mutter. In item 2, you say, “there must be no war profiteering.” 

Who will determine whether there will be any war profiteering on 
livestock ? 

Mr. Newsom. Well, in the final analysis, I expect we, the American 
people, will have to reach that determination. Perhaps a temporary 
determination may be made at other points along the line. 

Mr. Mouurer. You have the utmost faith that the American people 
as a mass will be able to effectually contro] runaway prices. 

Mr. Newsom. I have a great deal more faith, sir, in the American 
people, if we will give them the truth of the situation, than apparently 
has been evidenced by a lot of people. 

Mr. Mutrer. I hope before we get through with these hearings we 
are going to have the truth for them so that they can read it them- 
selves, and know that when they go to the butcher to get a pound of 
steak and he quotes them an excessive price and an unreasonable price 
that they cannot afford to pay, that we here are trying to do something, 
so that they can get the meat they are entitled to have, particularly 
when we are told that production of meat is higher in this country 
today than it ever has been before. 

Mr. Newsom. I would like to point out to the gentleman that the 
American people are now consuming 24 pounds more meat per capita 
than they did prewar, and I am trying to say to you that we can’t 
revolutionize our beef production to that extent that rapidly. 

Mr. Motrer. I think you also said in your statement that “increased 
production is one of the ways to beat inflation.” 

Mr. Newsom. That is right, sir. 

Mr. Murer. And with the increased production of the meat that is 
being consumed by the American public today, instead of beating 
inflation, it is actually increasing inflation, and the prices are still 
going up, up, and up. 

Mr. Newsom. Well, you fail to differentiate between actual infla- 
tion on the one hand, and the measure of inflation which is price, on 
the other. 

Mr. Mutter. Maybe I can’t differentiate, but I do know that when 
the average wage earner wants to buy a piece of meat for himself and 
his family and he can’t get it, despite the fact that he is earning more 
today than he has ever earned, and everybody else in this country is 
doing the same thing, there is something wrong with our economy. 
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Mr. Newsom. But, sir, I tell you he is getting a great deal more 
meat than he ever got before in his life. 

I think your assumption that he is unable to buy it is not accurate. 

Mr. Boring. Will you yield, Mr. Multer ? 

Mr. Murer. Do you mean consumers all over the country are crazy 
when they are telling us they can’t buy meat at antirena! i prices? 

Mr. Newsom. They are buying it, sir. 

Mr. Kuvozynsk1. The price is up. Years ago you could buy pork 
chops for 10 cents a pound but you didn’t have the 10 cents. 

Mr. Motrer. That is right, you didn’t have the 10 cents with which 
to buy. 

Mr. Boturne. Will you yield, Mr. Multer ? 

Mr. Mutter. Surely. 

Mr. Bouurne. The statistics that I have before me furnished by the 
Department of Agriculture indicate that the per capita consumption 
of all meat, in 1944, which was under OPA, was 153.5 pounds. 

That in 1950, it was 144.5 pounds, and it is estimated to be 148 
pounds this year. 

Those are figures of the Bureau of Agricultural Economics. 

Mr. Newsom. I don’t have the figures before me. Perhaps Dr. 
Sanders can find them in a moment, here, but if I heard you accu- 
rately, those figures are somewhat different. 

Now, perhaps you have taken a different period. You started with 
1944. I guess that is the difference. 

Mr. Botte. I just picked one year, 1944, under OPA. 

Mr. Kivczynsxt. Is that per capita, Mr. Bolling? 

Mr. Bourne. Yes, sir. 

Mr. Kiuczynsk1. Well, you have got 10,000,000 more people now. 

Mr. Botting. That doesn’t make any difference. It was almost 9 
pounds higher in 1944 than today. 

Mr. Sanpers. We said, as compared with prewar. 

I don’t have the beef prices here, but the index of consumption, let’s 
say, in 1937, was 99 pounds, and in 1950, it is 120 pounds. ‘The figure 
you quoted was in the war. Of course, we did consume a lot of meat 
in the war. 

Mr. Bottrne. Under OPA, as I remember. 

Mr. Sanpers. Well, during the war, we had the money, as we have 
now, to buy meat, and that would mean that in 1937, the index of 
consumption of meat, including poultry, was 99 pounds, and at the 
present time it is 120 pounds, which would be about 24 percent. 

Mr. Botiine. I have no argument with you. The standard of living, 
we hope, has gone up in the last 4 years. 

Mr. Sanpers. As to the question asked about whether they can afford 
it, actual fact of the matter is that they have the money, they are 
buying—24 pounds more per capita, and therefore they must be able 
to afford to buy meat. 

Mr. Botuine. Mr. Multer has the floor. I would like to pursue this 
ater. 

Mr. Newsom. Before we get too far away from your reference I 
would just like to point out that one of our staff brought up the state- 
ment here that you have picked 1944, which is the highest figure of 
meat production in the history of America. 

Mr. Botirne. Right. I will be delighted to take 1946, which is 
153.4 pounds, or one-tenth of a pound lower. 
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Mr. Sanpers. Those years during the war were the highest consump- 
tion of meat we had, and we are going back toward those same years 
now. 

Mr. Bourne. I want to abide by the chairman’s rule. Mr: Multer 
has the floor. 

Mr. Mutrer. Mr. Newsom, do you know how long it would take to 
put rationing into effect insofar as it applies to foodstuffs only, on 
the consumer level ? 

Mr. Newsom. I don’t know. 

Mr. Murer. Have you any idea? 

Mr. Newsom. I have Mr. DiSalle’s appraisal. 

Mr. Mutrer. What is that ? 

Mr. Newsom. I think he said it would probably take 3 months. 

Mr. Mutrer. Do you think that it a fair statement? Or do you 
think it will take more or less time ? 

Mr. Newsom. Frankly, I don’t know. 

Mr. Muurer. Do you know what would happen to meat prices and 
other foodstuffs in the meantime, while you were getting ready for 
that? 

Mr. Newsom. I may not know but I have my impression. 

Mr. Mutrer. What is your impression ? 

Mr. Newsom. I think they have gone just about as high as con- 
sumer preference will permit them to go. 

Mr. Mutrer. That rings familiarly in the back of my mind. I 
remember your industry telling us the same thing when we took off 
price controls after World War TL. 

“Take them off, prices | are just about as high as they will ever be 
and they will drop down.’ 

Do you remember a happened when we took off controls? Do 
you remember how high they climbed after that? And never dropped 
back to what they were before OPA ? 

Mr. Newsom. I am raising this counter question, sir: Did you have 
any right to expect them to drop back when the rest of the economy 
was measured by the new value of the dollar ? 

Mr. Muurer. I will agree with you, sir, that this Congress had no 
right to take the word of your industry that prices would drop back 
if we removed controls. 

Mr. Core. In other words, we should continue controls permanently. 

Mr. Mutrer. No; but we should not have taken them off then ? 

Mr. Wowcorr. Will you yield, Mr. Multer? 

Mr. Moutrer. Yes, sir. 

Mr. Woxcorr. The President took the controls off. You should not 
criticize the Congress, or the industry. 

Mr. Muurer. But the Congress did nothing to try to correct the 
situation, and we had the right | to. 

Mr. Newsom. If it is in order, sir, I should like to comment that I 
think it was pressure from all of us that caused the controls to be 
lifted, because we wanted production to move on by the American 
pattern. 

Mr. Mutrer. And we made a mistake. 

Mr. Newsom. I don’t agree. 

Mr. Muurer. You mean it was all right for prices to shoot upward 
as they did when we took price controls off ? 
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Mr. Newsom. I mean to say that having operated under controls 
for that period of time there was nothing else that we could expect, 
in the immediate period after the lifting of controls. 

We had simply stifled the thermometer, we had put a lid on the 
thermometer, and juggled the scale to not reflect the true situation. 

Mr. Muurer. Because that emergency was at an end, it was the 
proper time to take controls off at that time ¢ 

Mr. Newsom. I don’t concede that any mistake was made by taking 
them off. 

Mr. Wotcorr. Will you yield? 

Mr. Motrer. I will yield. 

Mr. Wotcorr. In June 1946, or perhaps the early part of July, I 
remember very distinctly a conference working on Office of Price Ad- 
ministration legislation, which broke up at 1 o’clock in the morning, 
in which we had agreed upon a ria for the orderly discontinu- 
ance of price controls. We tied it up to production. That is, as pro- 
duction increased, the controls would come off gradually. 

It was an incentive by which, by taking 1941 as the base, we pro- 
vided a new price schedule, predicated upon the increase in cost-of- 
living index, from the 1941 base. 

That, as I said, would have provided for the orderly discontinu- 
ance of price control and an incentive to produce-more and more goods 
to offset it. 

The President vetoed that bill, even though the present Vice Presi- 
dent was very enthusiastic for it and was a member of that conference 
committee, and I do remember so well the backslapping and the con- 
gratulations among the 7 of us, or the 14 of us, rather, that we had 
done the almost impossible: we had found a formula by which we 
could get rid of these price controls and at the same time assure an 
increase in production. 

The President vetoed that bill, and he got in place of that a more 
or less blanket continuance of authorities, and many of us who were 
then in that conference repudiated that and said, “You cannot at- 
tempt to enforce price controls under this law without throwing your 
economy into a tailspin.” And because he did attempt to exercise 
controls under that bill which we had repudiated, your economy was 
thrown into a tailspin and, to save the economy, he had to remove all 
controls in October 1946. That is the history of the attempts we 


‘made to get rid of price controls by an incentive to production, vetoed 


by the President. 

Now the mistake was not made by anyone but the President in veto- 
ing the bill which would have corrected that situation and would have 
stabilized our economy. 

I think he recognized it within 60 days after that. 

Mr. Botirne. Mr. Wolcott, is that a full historical statement ? 

Mr. Wotcorr. I can go on and on if you want. I have a very clear 
recollection of what happened that night, even as to its post mortems 
after the 1 o’clock meeting. 

Mr. Botting. I wonder if you would go back to a chapter that ap- 
parently was skipped, when all price control lapsed ? 

Mr. Wotcorr. Price control lapsed for about 2 weeks. 

Mr. Bottiné. Well, a little longer, I think. 

Mr. Wotcorr. Possibly 3 weeks. 

83473—51—pt. 2——11 
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Mr. Bourne. I think a little longer than that. I wonder if Mr. 
Wolcott would say, with a lapse of that sort, where we were thrown 
on a voluntary base, whether it wouldn’t make it more difficult to 
administer any law afterward. 

Mr. Wotcorr. We had an entirely different situation then than we 
have now. Our economy had been built on an all-out effort to win a 
war and we were producing not only 20 percent for the war effort—I 
don’t remember actually what it was—but, anyway, our whole effort 
then was to win the war. This was the year following that, when our 
economy had not recovered from that, and we gave them a for- 
mula from which they could recover from those shocks to our economy 
which was denied the people of the United States by the President. 

To be sure, there was a lapse, but nothing happened in that lapse, 
because it could not be corrected, because in the bill which he vetoed as 
well as the bill which was finally enacted he was given the same au- 
thority to roll back to the June 30 date that he was given in the Pro- 
duction Act of 1950, to roll back to June 1950. 

Mr. Botzine. My impression was that the bill could not be admin- 
istered as finally passed. 

The CuarrMan. That hasn’t much to do with the necessity for price 
control at the present time, because everybody realizes the pressures 
facing us now. 

Mr. Wotcorr. I wanted to merely recall the record. 

The Cuarmrman. Everybody realizes that the pressure at this time 
is very strong. 

Well, that is a post mortem. 

Mr. Woxcort. If you will bear with me just a moment, Mr. Chair- 
man, he suggested something that justifies this historical statement. 
Chiseled on the side of the Archives Building is the expression, “What 
is past is prologue.” Look to history. 

The CuarrmMan. Well we will adopt that, but let’s turn our faces to 
the future now. 

Proceed, Mr. Multer. 

Mr. Muurer. Do you consider food as a strategic material, during 
times of emergency ? 

Mr. Newsom. I certainly do and, if you want me to, I will be glad 
to amplify that. 

Mr. Muurer. You say that subsidies should only be provided, if at 
all, in case of strategic materials, definitely required by the mobiliza- 
tion effort. 

I am sure in your amplification you would say that it is necessary 
to feed the workers if we are going to get them to do the job in the 
defense effort. 

Mr. Newsom. That is right, sir, but I also say that subsidies should 
be provided only on those items which cannot be successfully produced 
within our domestic economy in normal competition. 

Mr. Mutter. Mr. Newsom, what is the good of producing all you 
can produce if the consumer hasn’t got enough money with which 
to buy it? 

Mr. Newsom. But he has it, sir. 

Mr. Mutter. Maybe that is where you and I differ. 

Mr. Newsom. I think it is. I would concede only that he does not 
have enough money, and there is not enough money, we could not 
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ossibly supply him with enough money to buy all of it that he wants, 
use it isn’t avilable. 

Mr. Mutter. Can we supply him with enough money for him to 

buy all that he should have? 

Mr. Newsom. Yes, sir. 

Mr. Moturer. And we can do that without controls ? 

Mr. Newsom. Absolutely; but it will take a little time. 

I repeat, that it takes 3 years to produce a prime beef. 

Mr. Boturne. Mr. Multer, will you yield ? 

Mr. Mo rer. I yield. 

Mr. Bourne. In other words, you are implying that the meeting 
of the problem through production will take 3 years? 

Mr. Newsom. No, I didn’t—Well, yes, sir; if you are just going 
to meet it through production alone, but we are not advocating that 
program. We are advocating a broad program, on many fronts. 

We have simply said, so far as production is concerned, that only 
to the extent that we are willing and able to increase our production 
to correspond with the mobilization requirements of this country will 
we be able to offset a decline in our living standards. That is what 
we have said about production, and we have said, about demand, that 
we must ya this broad program of er i our high national in- . 
come to the welfare of the country, rather than let it destroy us in 
inflation. 

Mr. Moutrer. Would you say that one way to accomplish that de- 
sirable purpose, of stopping inflation, would be to ask the people of 
the country to buy 25 percent less foodstuff and put it into savings 
bonds ? 

Mr. Newsom. I don’t know about your percentage, but I would —— 

Mr. Muurer. Any percentage. Would you suggest that? 

Mr. Newsom. I would suggest wholeheartedly, as I did in my pre- 
pared statement, sir, that one of the most effective methods that we 
could possibly employ to prevent inflation now, and to prevent de- 
flation at some subsequent time, when we may have a little difficulty 
by our reconversion program, is to encourage a high level of savings. 

Mr. Mutter. Even at the expense of the food budget ? 

Mr. Newsom. That is right. Although I hasten to say that I con- 
cede your point only to the effect that you apparently are starting 
with a food budget artificially some 10 or 12 percent above what we 
have known in this country before. 

Now, if that is where your starting point is, I think that the savings 
program might well be put into effect at that expense. 

Mr. Murer. Let the record show that my question is not intended 
to make a point on my part that any family give up part of its food 
budget to put it into savings instead of getting the food that they 
should have and are entitled to have. 

Mr. Newsom. Let the record then show that we are certainly not 
subscribing to a lower food consumption on the part of the consumers 
of this country, but rather we are trying to point out what, in our 
judgment, is a program that will guarantee to those consumers the 
highest possible level of food consumption that it is American agri- 
culture’s ability to supply. 

Mr. Cotz. Mr. Multer, will you yield for just one question? 
Mr. Muvrer. Certainly. 
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Mr. Corr. As an observation, between the two of you, it appears, 
listening as an impartial observer, that you are thinking of the low- 
income consumer, in connection with the money that he needs for 
sustenance, and so on, and Mr. Newsom is thinking about a possible 
consumer of a higher income, and in connection with luxury food 
items. I am just ‘throwing that out as an impression I have gained 
from your conversation. 

The CrHarrman. Well, we have a great number of witnesses, 
gentlemen. 

Mr. Moutrer. I will conclude in a few minutes. 

Mr. Doturncer. Will you yield? 

Mr. Mvtrer. I yield. 

Mr. Dotiincer. You were speaking, Mr. Newsom, about the con- 
sumption of meat. I would like to know from you, Mr. Newsom, if 
you can answer the question, what the minimum meat consumption 
is, according to your opinion, for the American average consumer. 

Mr. Murer What it is or what it should be? 

Mr. Dotiincer. What it should be. I know what itis. Iam trying 
to find < what it should be. 

Mr. Newsom. I am not prepared to answer in definite figures. I 
would say I am one of those who subscribe to an increasing level of 
protein in the diet. 

I think one of the things that has made America different from the 
other nations of the world is that we have had the highest level of 
meat and protein consumption in the world, and we certainly don’t 
want to lower that level of protein and meat consumption. We want 
to see it increased. 

Mr. Dotiincer. Would you say that four times a week would be 
a minimum? Or would you say even more than four times? 

Mr. Newsom. I would like to see everybody have meat every day. 

Mr. Dotirncer. Would it surprise you if I tell you that, in the city 
of New York, many families don’t have meat more than once and 
some of them don’t even have meat once a week with these prices? 

Mr. Newsom. No; frankly, I suspect that you are a great deal more 
familiar with that than I am. It doesn’t surprise me. It is a situa- 
tion that we must seek to correct, but we will not correct it by pro- 
ducing less meat. 

Mr. DotirNncer. But we will correct it by reducing the prices so that 
all can afford to eat it. 

Mr. Newsom. I repeat that I am not too sure that the price is quite 
as important as whether or not there is meat available, if the problem 
is that of providing more meat for those who are not now able to get 
it even once a week 

The CuarrmMan. Well, now, let’s get along. 

Mr. Mutter. I have just two things, Mr. Chairman. 

First, Mr. Newsom, do you subscribe to or take issue with the state- 
ment that during World War II, by spending $4 billion on food subsi- 
dies, the consumers of the country were saved $20 billion ? 

Mr. Newsom. I take vigorous issue with that statement, and I re- 
peat, as I said this morning, and as I say again, that that $4 billion 
is now a part of our inflationary pressure, 

Mr. Murer. And the consumers have saved nothing by it? 

Mr. Newsom. That is right. 
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Mr. Mutrer. Now the final subject I would like to get clear—— 
Mr. Newsom. They made on immediate saving, but over the long 
pull they have aboslutely not only saved nothing, but it has been ex- 
pensive to them. 

Mr. Muurer. Now you talk about the parity freeze, Mr. Newsom. 

You tell us that the provision in the bill is unfair or unworkable. 
I don’t quite understand the point you make. 

Suppose you give us your definition of parity. 

The CuHairman. He did that this morning. 

Mr. Mutrer. Did he? 

The Cuarrman. Yes. 

Mr. Muurer. Well I don’t want him to repeat it then. But how 
do you arrive at the fact that it would be unfair to establish ceiling 
prices based on parity, which is fixed, at the beginning of the market- 
ing season or year? Why is that unfair? 

Mr. Newsom. I tried to set that one out this morning. I will be 
glad to do it again. 

There is no need for stabilizing parity for the crop year, unless we 
are to assume that the rest of the economy is going on up. So we have 
to assume, in my judgment, that the rest of the economy is going up, 
and so, we will have asked agriculture to subscribe to a price that 
is less than fair, and less than equitable, by whatever amount actual 
parity increases throughout the year. 

That is the unfairness about it. Now politically, I can understand 
why, when we count less than the wage earners of the country, for 
example, that they have a potent weapon by which they are asking Mr. 
Johnston—and have done it over a long period of time—to first sta- 
bilize farm prices on a dollar-and-cents basis. 

Again I say to you that we must first of all try to look at this 
thing not as farmers but as Americans, and I say very honestly to 
you as a producer of, let us say, corn, I harvest the corn, dry it care- 
fully down to the required moisture so it will keep, and I keep it 
off the market. because, after all, the market on my premium quality 
white corn is low at harvesttime and I keep it in storage there be- 
cause I know from experience—— 

Mr. Mutter. When you say it is “low,” is it below parity ? 

Mr. Newsom. Very definitely. At harvestime it always is. Sub- 
stantially below. 

Mr. Movrer. What is it at market time ? 

Mr. Newsom. Last year at harvesttime we could have sold our 
corn probably for something in the neighborhood of 95 cents to a dol- 
lar a bushel. 

Mr. Mcurer. What was parity ? 

Mr. Newsom. Parity at that time was about $1.67. 

Mr. Mutter. What was it at market time, the same corn? 

Mr. Newsom. At market time now, you can sell that same corn, 
assuming that you have properly stored it, properly dried it, and 
' kept the insects out of it, you can sell that premium quality white 
» corn now for human consumption for hominy at approximately $2.16 

a bushel. 
Mr. Murer. And parity is what? 
Mr. Newsom. Parity is about $1.75, I expect. 
Mr. Murer. At market time do you know what that corn cost you? 
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Mr. Newsom. I am not prepared to give you an actual dollar and 
cents statement on it. 

Mr. Murrer. Well whatever the figure may be, when it comes time 
for you to sell that, at the market time, at the beginning of the mar- 
keting season, do you know then what your corn cost you 

Mr. Newsom. I haven’t ever kept a cost accounting set of books 
to the extent that I can tell you exactly the cost of producing a bushel 
of corn, if that is your question. 

Mr. Mutter. Well, then, I take it from that that so far as you are 
concerned parity doesn’t mean anything. You can never go in and try 
to establish parity, so far as your operation is concerned, your per- 
sonal operation ? 

Mr. Newsom. I think you don’t really understand what parity is. 
I don’t know 

Mr. Mutrer. Well maybe I don’t. 

Mr. Newsom. Parity 

Mr. Mutter. Assuming that we must fix a ceiling price, and under 
the law we have the right to, and we will assume the law will be con- 
tinued, and Mr. DiSalle or some other person will be there to fix the 
price—how would you have him fix the price of corn? 

Mr. Newsom. All right, sir, I would not have him fix it in the first 
place. 

Mr. Moutrer. I am assuming you wouldn’t but the law says he 
should, and he is going to do it. 

Mr. Newsom. Let me tell you what the result will be, using—— 

Mr. Mutter. Never mind the result. Just tell us if you will, please, 
as a practical farmer, if you were directed to be the price control sta- 
bilizer, under a law that authorizes you to do it and directs you to do 
it, how you would fix the price of corn, the ceiling price? 

Mr. Newsom. I would very definitely, if I were forced to do that 
sort of a job, I would very definitely take the cost of storage, the 
cost of the artificial drying, and the necessary seasonal differential 
in price, in order to guarantee to the American economy the normal, 
steady flow of commodities to market that we require. 

Mr. Mutrer. Are not all of those items taken into consideration 
in determining and fixing parity? 

Mr. Newsom. No. 

Mr. Mouurer. They are not? 

Mr. Newsom, No. 

Mr. Murer. Which one is not? 

Mr. Newsom. Well this matter of guaranteeing the orderly mar- 
keting process. Perhaps I have not answered you completely ac- 
curately so far as the determination of fixing parity is concerned. 
but I am directing this discussion to the effect of freezing parity 
throughout the calendar year, and thereby destroying the differentials 
which Mr. Johnston says are so small that the farmers ought to 
absorb the effect of that destruction. 

Mr. Murer. For what purpose will this bill freeze parity, at the 
beginning of the marketing season ? 

Mr. Newsom. For the purpose of establishing a ceiling, according 
to the language of the bill. Parity will be frozen for the year. 

Mr. Mutter. Yes, and that will be the minimum. 

Mr. Newsom. That is right. 
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Mr. Mutter. The ceiling can be anything from that up, isn’t that 
right? 

Mr. Newsom. No, that is the maximum price. 

Mr. Murer. You are wrong. Parity is the minimum price. 

Mr. Deane. Will you yield, Mr. Multer? 

Mr. Mutter. Yes, I yield to Mr. Deane. 

Mr. Deane. You are familiar with Mr. DiSalle’s statement, are you 
not, Mr. Newsom, in which he has told the meat producers, as well 
as any other industry, that if they feel there has been an unfair ad- 
judication on the part of his Office, that he is open, ready and willing 
for them to come before him and present the facts, and if there is 
anything unfair with his decision, that he will be very glad to con- 
sider it ¢ 

Mr. Newsom. I am aware that he made that statement, and I want 
to tell you another one that he made of the same character. I had 
an opportunity to talk with the gentleman immediately after he, 
according to newspaper accounts, unfroze farm wages, at a figure 
of less than 95 cents and I asked him what our recourse would be 
in the event we had a skilled farm operator, farm machinery operator, 
that we found we might have to pay a higher wage rate than 95 cents 
in order to keep him from going to industry and to the shorter 
workweek. 

And he said, “Well, we don’t have any district offices, so you might 
appeal to Washington and we would try to get to it within 120 days.” 
That is exactly what he said. And I submit to you that our produc- 
tion effort won’t wait for that period of time. 

Mr. Deane. Well you were indicating a few minutes ago that it 
would take 3 months to get rationing going along. It seems to me 
he made a reasonable statement. 

Do I understand from your statement that you don’t believe that 
he will grant you fair adjudication ? 

Mr. Newsom. I think he will as far as it is humanly possible for 
him to get to them, but I happen to know that he has a lot of work 
ahead of him and I don’t see how he tan get to any new problem under 
that length of time that he mentioned. 

Mr. Deane. Do you have confidence in Mr. Wilson ¢ 

Mr. Newsom. I do. 

Mr. Deane. He is advocating this particular bill. 

The Cuarrman. Well, we have brought the gentleman back to con- 
clude his testimony. 

Mr. Deane. I yield back to Mr. Multer. He yielded to me. 

The Cuarrman. Are you through, Mr. Multer? 

Mr. Mutrer. In a moment, sir. I would like to pursue this: 

Are you familiar with the provision of the existing law that permits 
those who may believe they are suffering an inequity or a hardship 
under the law, going in and presenting the facts to the Office of Price 
Stabilization, showing that the ceiling price affects them adversely 
and will cause them to lose money unless they take into account 
certain costs, which do not apply to everybody generally in the indus- 
try, so that if the cost of your corn was excessively high, in accordance 
with his price, that you could go in and show him that you had cer- 
tain costs and had suffered certain losses which would require you to 
have a higher price to get back to your fair cost with a fair profit ? 
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Are you familiar with those provisions of the law? 

Mr. Newsom. I am not familiar with them in detail. I know that 
there is a provision of that kind, but I know from bitter experience 
that compliance with that sort of procedure, over a nation as vast as 
this, is almost a virtual impossibility insofar as getting such conces- 
sions or corrections, if you prefer the term “corrections,” made in 
time to do any good. 

Mr. Muurer. Would you have any objection to parity being fixed at 
the beginning of the marketing season if that is to be the minimum 
ceiling price? 

Mr. Newsom. I do. 

Mr. Moutrer. You object to that, too? 

Mr. Newsom. Ido. I think we need the factor of price differential 
to regulate the flow of commodities over the year. 

Mr. Murer. What do you mean by “price differential” ? 

Mr. Brown. Pardon me, Mr. Multer, I think parity is the minimum, 
not the maximum. 

Mr. Muvrer. Did I say the maximum? I meant to say the minimum. 

The CHarrMan. You said the minimum. 

Mr. Motrer. That is what I thought. 

Mr. Newsom. Now what is the question ? 

Mr. Mutter. Mr. Newsom, do you understand that the proposed 
provision in the law is that parity, when fixed at the beginning of 
the marketing season, shall be the minimum at which the ceiling price 
is fixed and that it can be over that minimum / 

Mr. Newsom. Let me be sure I understand. I understand the law 
provides a minimum below which the ceiling may not go. Is that your 
question ? 

Mr. Mutter. That is right. 

Mr. Newsom. I do understand that. 

Mr. Muvter. But it can be anything over that? 

Mr. Newsom. That is right. But I also understand that political 
pressure in this country, when we are a minority group, might well 
establish that that ceiling should not be above that absolute minimum 
provided. As a matter of fact, we have had all sorts of evidence that 
that is the thinking of Mr. Johnston and Mr. DiSalle and others. 

Mr. Core. There isn’t any question about that. 

Mr. Newsom. There is no question in my mind, sir. 

The CHatrMan. We have three other witnesses who have to be 
heard. 

Mr. Mutter. Well, I think it is important to conclude on this point, 
Mr. Chairman. 

The CuHarrman. All right. Let’s proceed as expeditiously as we 
can. 

Mr. Mutter. Mr. Newsom, Secretary Brannan has testified before 
our committee that if you fix the parity as of the beginning of the 
marketing season, you have reflected the increases in costs of produc- 
tion in that crop to the farmer, because he has paid those costs in 
terms of labor, fertilizer, seed, rent, if there is any rent involved, and 
in terms of all other costs that go into the commodity before the 
parity is fixed for the commodity and therefore when he sells his 
crop in the market, it does reflect, in this minimum ceiling price, the 
cost of production, the entire cost of production of that specific crop. 
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Now what is wrong with using that kind of a formula for fixing 
parity and for fixing that as the minimum ceiling price? 

Mr. Newsom. The thing that is wrong about it, as I have tried to 
hard to tell you, is that you will completely disturb the orderly market- 
ing processes and there will be no reason under the sun that you 
would not have a tendency to put every bit of the product of that 
particular crop or commodity on the market as soon as it is available. 

I have asked Mr. Johnson that very question, if there is any inten- 
tion, or any disposition, on his part, to provide any allowance, even for 
storage cost, or for the extra handling of putting it in the granary 
and taking it out to market, and he said, “Positively not. We will 
not get stabilization of the wages of this country unless and until we 
fix an actual dollars and cents ceiling on farm products.” 

Mr. Mutter. If parity took into consideration all of these items at 
the beginning of the marketing season, and you gambled by holding 
your product off the market and costs went down during the next 
producing season, then you would be stuck because you would have to 
meet the market and cut your price under the parity or ceiling, 
wouldn’t you? 

Mr. Newsom. Absolutely. 

Mr. Mutrer. And if the costs went up, during the next producing 
season, What would happen with the crop that you held off the market 
at the beginning of the season ? 

Mr. Newsom. Under a controlled economy or under a free economy ¢ 

Mr. Mutter. Under the controlled economy. 

Mr. Newsom. Under the controlled economy we would hold it 
off the market until the new parity price for the next year became 
effective and then sell it at the new price. 

Mr. Mutrer. Which would give you an increased profit for holding 
it? 

Mr. Newsom. That is right. 

Mr. Muurer. I can’t understand how you are going to suffer any 
loss by that. 

Mr. Newsom. Well I am saying that the economy as a whole will 
suffer, and when I raised that point before in the committee discus- 
sion, the answer that I got was that it might be necessary to invoke 
the power granted to the President to confiscate the property, and 
I am saying that that is another frightening aspect of this present 
provision, and another reason that we have asked that the committee 
give serious consideration to every possible safeguard, to keep the 
administration of this act as close to the Congress and the people’s 
representatives as it may be kept. 

Mr. Motrer. I am not frightened. Mr. Chairman, I yield the 
witness. 

The CHatrmMan. I may suggest that if we don’t go along a little 
faster this bill which is so essential to the economy of the Nation may 
not meet the deadline and something may happen to it. 

Mr. Newsom. Well I assure you that I am not a willing party to 
any filibuster of that sort, Mr. Chairman. 

The CuarrMan. This witness was brought back for three members 
to examine him. Two of them have now disappeared. You may 
proceed Mr. Multer. 

Mr. Mutter. I am through, Mr. Chairman. 
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The Carman. All right. You may stand aside, Mr. Newsom. 
Thank you very much for your statement. 

Mr. Newsom. Thank you, Mr. Chairman. 

The Cuatrman. Call the next witness, Mr. Clerk. 

Mr. HatiaHan. The next witness will be Mr. Ray S. Paul, repre- 
senting the American Meat Institute. 

The CHarrMan. We are glad to have your views, Mr. Paul. 
Identify yourself, and proceed as you desire. 


STATEMENT OF RAY S. PAUL, VICE PRESIDENT IN CHARGE OF 
BEEF, VEAL, AND LAMB OPERATIONS OF RATH PACKING CO. 


Mr. Paur. My name is Ray 8S. Paul. I am vice president of the 
Rath Packing Co., in charge of beef, veal, and lamb operations. 

I am here to speak for the American Meat Institute, the trade, 
educational, and research organizations with about 700 members pro- 
ducing about 80 percent of the commercially produced meat in the 
country. 

Mr. Tatie. Mr. Chairman. 

The Cuarrman. Mr. Talle. 

Mr. Tair. Since the witness is from my territory, may I be per- 
mitted to say that all of the products of that company are A-1? 

The Cuatrman. You certainly may. 

Mr. Tatie. And always have been. 

Mr. Pau. Thank you, Mr. Talle. 

Mr. Chairman, may I ask that I be permitted to complete the read- 
ing of my statement, and then submit to questions ? 

The Cuatrman. Yes, sir: surely. 

Mr. Paut. Thank you sir. 

I am here because (1) I think price controls won’t work, (2) I 
think the economy must be stabilized, (3) I think the way to do this 
is by fiscal and monetary approach coupled with increased production. 

Many people who want low prices wonder why a meat packer is 
opposed to price controls. In order to be brief, suppose I simply 
enumerate these reasons : 

(1) In business a man must learn by experience. I keep thinking 
about what happened in our business under OPA. We lost most 
of it. Here are the figures of our monthly cattle killed during the 
last few months of OPA: January, 7,600; February, 7,700; March, 
5,100; April, 4,300; May, 3,700; June, 1,470. 

(2) Our suppliers, the producers of livestock, lost us as a market. 
They had to sell where they could get the best price. We couldn’t 
pay it and obey the law—but remember, it was not illegal for them to 
sell at higher prices. 

(3) Our customers, who for years had depended on us for beef 
found us no longer dependable. We had no supply; neither did they. 

Since we are a national operator and ship our products from Water- 
loo, Iowa, a heavy-producing area to the eastern and southern centers 
of population, a distance on the average of 800 miles, people depend- 
ent on us for meat did not get it. Other people closer to the source 
of supply probably did get it. 

(4) The workers in our beef business lost 25 percent of their return 
on their labor because we couldn’t protect their jobs. This was serious 
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for us, as it was for them, because skilled workers accustomed to our 


“methods are not easy to replace. 


It is a very disheartening situation when our cattle buyer can’t buy 
cattle but he sees them sold to others, when a worker in our beef de- 
partment gets a minimum pay check, even though others are working 
overtime, and when the salesman has to say to his customers, “Sorry, 
no beef today, because my company can’t operate.” 

(5) Those of us who operated under the regulation will obey it, but 
those who operate outside the regulation will have no fear of it. They 
didn’t the last time. 

(6) The same problem exactly was true of our production of by- 
products as of meat. Normally, we make hides for shoes and other 
leather products, animal feeds, fertilizer, tallow for soaps and muni- 
tions and raw materials for pharmaceuticals such as ACTH from 
pituitary glands for arthritis; insulin from pancreas glands for dia- 
betes; adrenalin from suprarenal glands for heart treatment; chor- 
esterol from spinal cords for heart treatment; liver extracts from 
livers for anemia; bile extracts from ox bile for the manufacture of 
cortisone. 

These items dwindled to a low-preduction figure. We could not 
produce them and the black market didn’t bother to. 

Not only did this happen to us. It happened to others who obeyed 
the law. Toward the end, when price controls as a method of infla- 
tion-control became thoroughly discredited and eliminated in disgrace 
from the national scene, a study of the slaughter figures of 10 com- 
panies showed this: June 1941, 633,000 head slaughtered; June 1946, 
83,000 head slaughtered—13 percent of normal, or a reduction of 87 
percent. 

These 10 companies produce the bulk of meat food products for 
national distribution and collect a large proportion of the glands and 
drugs I mentioned earlier. 

Furthermore, I fail to see why the hope is held out that rationing 
will be unnecessary. Why did we ration before? Because price, 
which under the free market does the rationing, was no longer opera- 
tive. Won’t that be the case again soon? 

Also, if the attempt to fix prices below the level of fluctuating prices 
resulting from constantly changing supply-and-demand situations is 
pursued, more money becomes available to put pressure under the 
demand. This inevitably distorts distribution and adds to the re- 
quirement for rationing. 

Conversely, on the production side more is needed, the price in- 
centive is gone and subsidies are required to try and balance produc- 
tion to the demand. 

If these things are not so, why then were they true under OPA ? 

Perhaps a quote from Leon Bosch, former OPA official, in a dis- 
sertation submitted to the Graduate School of Commerce of North- 
western University might throw some light on this point: 

What has been said about the need for comprehensive controls of the economy 
in general, and the meat and livestock segment of the economy in particular 
applies only to wartime emergencies. There is an ominous warning to the fact 
that efforts to regulate any of the basic economic processes seems largely in- 
effective without more and more administered control of related activities and, 


hence, most of business enterprise itself. The lesson seems to be that a “little” 
regulation is an academic notion. A “little” regulation results in the need for 
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more regulation to make the first one work and the purpose of the regulation 
seems not to be served until all of the basic economic processes are completely 
administered by Government rules. Planning and managing a control of basic 
economic processes seem yet to escape the foresight, imagination, and ability of 
any relatively small group of individuals. 

Some of the fears of unworkability expressed above have already 
begun. 

The first order issued affecting my division of the business was the 
roll-back on hides. Hides are sold in packs which means that as 
they are removed from the cattle they are salted and piled in a hide 
cellar to be cured. We sell them while thye are being put down and 
cured. The roll-back invalidated all our contracts on hides at that 
time undelivered. Out of a clear sky this action cost my company 
about $50,000. The industry lost about $5,000,000. 

Please bear in mind, gentlemen, that the loss of $5,000,000 that our 
industry had to take on hides and skins did not result in a lower price 
for leather and moreover did not affect the price consumers had to 
pay for shoes. 

The next order froze our selling prices at the highest prices at which 
we sold from December 17 through January 25. This seems fair 
enough, but others must have had higher ceilings than we did and 
soon bid up cattle prices to a point that moved us promptly from a 
profit to a loss position on our operations. 

The recent orders fixing dollar-and-cents ceiling prices for beef and 
with livestock compliance requirements effective beginning with the 
first accounting period after May 20 is a model of good paper work. 

The packers’ theoretical margin under this order is adequate. Under 
it, if we can buy livestock in compliance—and, if we can fill our 
quotas—and, if we can sell all our beef at the ceiling—and, if we get 
no bruises on our carcasses—and, if we don’t get any No. 2 hides— 
then, I figure, we should earn approximately $2 to $3 on each head of 
cattle we slaughter. This, of course, applies only to those who have 
our type of branch-house operation. We have only a few branch houses. 
The situation will be worse for those who have many branch houses. 

However, there is no guaranty that we can buy livestock in com- 
pliance prices or in volume to fill our quotas, nor is there any guaranty 
that we can sell all our beef at ceiling prices. Thus our ability to take 
care of ourselves in competition is restricted, but nothing is provided 
in return for the loss of flexibility. 

We have no quarrel with the effort OPS has made to do a good 
paper job. We have no faith whatever that what they have planned 
for the handling of our business will come about. On the contrary, all 
experience predicts failure. We would like to hope we are wrong, but 
we can’t. 

The problem, gentlemen, is one which calls for a forthright policy 
which goes to the basic causes of inflation rather than one which 
only weakly snips at the symptoms. Although I am not an expert 
on fiscal and monetary policies, I can see the wisdom of such a policy. 

Like you and the rest of the people in this country I and the mem- 
bers of my industry are gravely concerned about inflation. It affects 
us as seriously as anyone else. 

For that reason, a group of 19 national organizations got together 
to study this problem of inflation. After a great deal of study, a basic 
outline of a program designed to go to the heart of the inflation was 
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drawn up and these ideas were turned over to the Doane Agricultural 
Agency at St. Louis with instructions to develop a workable program 
which would successfully lick inflation. The Doane agency is a firm 
of high national reputation which for many years has acted as con- 
sultants to farmers and ranchers. 

As I said before, I am not a fiscal and monetary expert. I am a beef 
man. However, gentlemen, I should like to give you a brief outline 
of this program just to acquaint you with its existence. If you believe 
as we do that it has merit, we can supply an expert who will answer 
any questions which may occur to you. 

The highlights of this program are as follows: 


I. Farmers and ranchers must do an outstanding meat production job. 

Livestock men must asSume some extra risks. No one can predict the 
weather, the trend toward war or peace, the price at market time, or political 
actions in Washington. 

Nevertheless, they must push forward to produce more meat. There must be 
a genuine effort to meet the larger demand with more and more production. 

This does not mean that individuals should risk their financial security—or 
the future welfare of their families. 

It does not mean that the risk of less profits is justified in the effort to help meet 
the emergency—on a positive, constructive basis. 

This will be accomplished by a full cooperation and help of all their allied 
businesses and industries—meat processors, marketing agencies, retailers, 
pankers, feed manufacturers and dealers, fertilizer companies, implement manu- 
facturers and dealers, transportation organizations and companies, and all 
others that help produce, process, or sell livestock and meat must help. 

The assistance of the press and radio will be indispensable. 

The United States Department of Agriculture, agricultural colleges and all 
agricultural agencies should concentrate on giving assistance in more meat 
production. 

II. Consumers must be thrifty meat buyers. 

They should buy the meat that is most available—guidance by seasons will be 
suggested. 

Consumers can buy more of the less expensive—but equally nutritious—cuts, to 
get more for the meat dollar. 

Home storage and lockers may be used to help carry meat from peak production 
to scarcity seasons. Buying canned and other means. when supplies are plenti- 
ful, to be used in higher price periods, is not hoarding but is an aid in maintaining 
more even prices and meat supplies all year. 

Home economists, the press and radio, consumer groups and all stores selling 
meat must help promote thrifty meat buying and use. 

III. Congress and the Federal administration must strike at the cause of infla- 
tion and unsound dollars by— 

1. Restrictions on expansion of money supply. 

2. Strict economy by Government, thereby setting an example for business 
and individuals. 

3. Pay-as-we-go taxation. 

4. Limitations on consumer credit. 

5. Encouragement of individual savings. 

This three-way attack by farmers and ranchers, consumers and Congress will 
stabilize the economy now and after the emergency. 

If the committee wants to hear expert and detailed testimony on this program 
it can easily be arranged. 


The CuatrmMan. Dose that conclude your statement ? 

Mr. Pau. It does. 

The Cuarrman. I judge from your statement that you would not 
favor price control or controls of any kind, under any conditions; is 
that true? 

Mr. Pau. That is right, sir. I do not favor price control. 

The Cuarrman. Mr. Wolcott. 
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Mr. Woxcorr. Mr. Paul, do I understand that in the latter part of 
your statement, that that program is substantially the program agreed 
upon by this group of 19 national cidactiaations' 

Mr. Pau. Yes, sir; that is correct. 

Mr. Wo tcorr. I gather from your statement that their attitude is 
that the Government should take the leadership in the stabilization 
program by doing things which you have suggested, principally, the 
five things which you have suggested they do, and the three on page 7? 

Mr. Paut. Yes, sir. 

Mr. Woxcorr. Which may be classified as indirect controls. I be- 
lieve we have been using the term, “orthodox controls,” and now we 
are using the term “indirect controls.” 

Is that the feeling on the part of these 19 organizations ? 

Mr. Pau. Yes, it is, sir. 

Mr. Wotcorr. Have you available a list of those organizations? 

Mr. Paut. I don’t know that I do right here. 

Mr. Woxcorr. Well, can you put it in the record ? 

Mr. Pauw. Yes, sir. I will. 

(The information referred to has not been supplied.) 

Mr. Wo xcorr. Until such time as the Government itself does an 
about-face on inflation and starts to stabilize our economy as a matter 
of Government policy, you are against these so-called direct controls; 
is that correct ? 

Mr. Pau. Indeed I am, sir. They didn’t work the last time, and 
I don’t see how they can today. 

Mr. Wotcorr. That is all. 

I might say for clarification that what I used to call “orthodox con- 
trols” had to do with the controls under the Federal Reserve Act, and 
other acts, having to do with the control of the volume of currency, 
rediscount rates, pegging the Government bond market, Federal Re- 
serve requirements, and so forth. 

Now, the direct controls are the controls, as I understand it, which 
are provided for in the Defense Production Act of 1950, price con- 
trols, wage controls, consumer and real estate controls. 

To simplify the discussion, can we agree that we will call the former 
indirect controls and the latter direct controls to clarify our under- 
standing ? 

The CHarrman. I believe the controls which the gentleman calls 
“orthodox controls” are the controls which he advocated. 

Mr. Wotcorr. Yes, sir, l advocated them. The point is, if we start 
calling the controls which I enumerated in the first category, indirect 
controls, is that agreeable to everybody, and the others, direct controls 

Mr. Parman. 1am not in favor of using the term “orthodox.” 

Mr. Wotcorr. That is what Iam saying. Why don’t we call them 
“indirect” controls? 

Mr. Murer. You see the difficulty is we may be in agreement as 
to the terms but the witnesses may not. 

Mr. Wotcorr. Wait a minute. I got this expression from the Gov- 
ernment witnesses who referred to indirect controls and direct controls. 
That is where I got the thought. 

Mr. Mutter. The Government witnesses are accustomed to talk- 
ing tous. They know the terms we are using. I am just wondering 
if these witnesses will understand. 

Mr. Wotcorr. Do I make myself clear ? 
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I have been referring to them as “orthodox,” and as a concession 
to the Government witnesses, I am willing to now call them “indirect” 
controls instead of “orthodox” controls. 

The Cuarrman. But “orthodox” controls are the controls that Mr. 
Wolcott advocated. 

Mr. Woxcorr. I have advocated them; they are the controls that 
the American people set up in 1913 as a means of stabilizing our 
economy, and the only problem before us now is the question as to 
whether orthodox or indirect controls are going to be used primarily 
and direct controls to supplement, or whether we are going to use 
direct controls, and as supplemental controls the controls set up back 
in 1913, as a means of stabilizing our economy. 

I might say that if we can’t get an agreement, that hereafter when 
I refer to these controls as “indirect” controls they are the controls 
which I formerly referred to as “orthodox” controls. 

The Cuarrman, All right. 

Mr. Gamble, do you have any questions ? 

Mr. Game. Yes, sir; I have one question, Mr. Chairman, by way 
of information. 

Mr. Paul, you speak on page 7 of your statement— 

Buying canned and other meats when supplies are plentiful, to be used in 
higher price periods. 

Someone told me recently in connection with this meat situation 
that there was more meat being canned at the present time than for 
over quite a long period. 

Is that correct, sir? 

Mr. Paut. Yes, sir. 

Mr. Gams xr. I am just curious to know why that is. Is it a sea- 
sonal thing or is it due to some extraordinary—— 

Mr. Paut. No; it happens that canned meats can be put on a shelf. 
They are usually a sterile product and can be kept for convenience’s 
sake, and many more people are buying them, and the demand is 
greater than it has been and they are able to dispose of cuts that they 
could not formerly dispose of in the fresh market quite so easily. 

If they can can them they can keep them over a long period of 
time, and they become available to a greater part of the population. 

Mr. Gamb te. It is really a change, then, in the buying situation, 
rather than any particular event having caused it. 

Mr. Pavt. I think that is right. 

Mr. Gamer. Someone else said they thought the reason for that 
possibly was that most of the meat coming in from Mexico was being 
canned, and that that had increased the total quantity, but I thought 
there was more of a reason than just that one particular matter of 
the importation from Mexico. 

Mr. Paut. No; I don’t think the importation from Mexico has any- 
thing to do with the expanded canning of meat. There is just more 
public demand for it. 

Mr. Gamete. That is all, Mr. Spence. 

The Cuatmrman. Mr. Patman. - 

Mr. Parman. Did you state that you are against all controls? 

Of course, on meat you have said you are against all controls. I 
did not have the privilege of hearing all of your statement, but do 
you outline any controls in your statement that you do favor? 

Mr. Paut. No. 
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Mr. Parman. Are you in favor of Regulation W ! 
Mr. Pauw. I am sorry, I am not familiar with it. ae 
Mr. Parman. Well, that is about automobile financing, requiring 
one-third down payment. — 
Mr. Pav. I know nothing about that, sir. iy 
Mr. Parman. Well, you know that on a television or washing 
machine, you have to pay 25 percent down instead of 15 percent. 
Are you familiar with that ! 


Mr. Pav. Well, now, we were talking about the fiscal end of this’ 


thing; let’s talk about some beef, because that is what I know about. 
I can’t tell you about these other regulations. 

Mr. Parman. I know; but you said you were against all controls. 

Mr. Pavt. Iam against all price controls. 

Mr. Parman. All price controls / 

Mr. Pauw. That is right, sir. 

Mr. Parman. That is on anything? 

Mr. Pau. Yes, sir. 

Mr. Parman. Not just beef, but anything? 

Mr. Pav. Right. 

Mr. Parman. What would be your remedy for keeping prices from 
getting entirely out of line in some cases? Do you believe in rationing } 

Mr. Pauw. No, sir. 

Mr. Parman. You are against that? 

Mr. Pautu. That is right. 

Mr. Patman. In other words, where there is a scarcity the people 
with the most money would get something, of that particular item, 
whereas others would not get any of it? 

Mr. Pact. Well, supply and demand, and price, have always bal- 
anced. 

Mr. Parman. I know; but the price goes out the window in a case 
of that kind. 

Mr. Paut. People buy those things that their income will allow 
them to buy, and it applies especially to meat, because of the dispos- 
able income, about 5.2 percent is spent for meat, and that varies 
probably from, say, 5 to 6 percent. 

It doesn’t get above 6 percent, and it doesn’t go below 5. They 
always spend about that much of the disposable income for meat. 

Mr. Parman. I know; but you are against price control, and every- 
thingelse. You are certainly in favor of trying to stabilize the dollar, 
or our money, are you not’ You don’t want the dollar to become 
less valuable than it is today ? 

Mr. Pavut. That is right; but I don’t want to get into the last end 
of this article that I mentioned here, because I do not feel competent 
to discuss it with you, and there are some people who would be glad 
to appear as witnesses to take the matter up with you. 

Mr. Parman. Will they appear as witnesses ? 

Mr. Pau. They can be, sir, if you would wish it. 

Mr. Parman. They are not here now. 

Mr. Pau. They are not here now. I would be glad to arrange it, 
sir, if you wish. : 

Mr. Parman. No; I will waive that privilege; thank you. 

port Woxcorr. Mr. Chairman, there is one question that I intended 
to ask. 
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The CuairMan. All right, Mr. Wolcott. 
Mr. Wotcorr. What effect will controls, in your opinion, have on 
- the production of meat? Will we get any more meat under controls? 
Mr. Pav. Well, my impression is that controls will diminish 
production. 

The farmer will not wish to go ahead and take the chances that it 
_ _ will be necessary for him to take, to expand his production, and we 
will have less production, under controls, than without them. 












E Mr. Wotcorr. It has been said that it takes about 3 years to build 
' upa beef critter; is that right ? 
A Mr. Pauu. That is right. 





Mr. Wotcorr. Of course, that also is true of the herds, and so forth. 

Do you think that since controls were taken off, in October 1946, 
that perhaps we had just about reached that period, when we might, if 
it wasn’t for these controls, expect a larger supply of meat ? 









The point is, aren’t we just being troubled by the controls that 
' — we had during the war? 
bs Mr. Pauw. That is right, the cattle population at the end of this 





year was 84,000,000. 
Last year’ it was 80,000,000. 







2 The year before, 1949, 79,000,000. 

% In 1948, 78,000,000. That was the low point; 1947, 81,000,000. 

4 We have now reached the high of 84,000,000. 

4 Mr. Wo tcorr. It is your supposition that if we don’t have these 





controls the cattle population will continue to increase? 
Mr. Pau. That is right, sir. 






5 Mr. Wotcorr. At some time we will reach a point where there will 
4 be a greater supply than demand ? 





Mr. Paut. That is right and when we reach that point, then the 
cattle cycle will go down again. It goes in about a 7- or 8-year cycle. 








_ ., Mr. Wotcorr. That is as a result of national processes? 
; Mr. Pav. That is under natural processes; that is right, sir. 
4 The Cuarrman. Why isn’t there sufficient meat now to meet the 


demand? Certainly price ought to stimulate production. Why isn’t 
there an adequate supply of meat now sufficient to meet the demand 
of the public? 

Mr. Pav. I don’t know why there isn’t an adequate supply. 

The Cuatrman. Well, how can you then say with assurance that 
will stimulate production ? 

Mr. Pau. Well, under a free economy it will be increased. 

a The CuarrMan. Well, we have had a free economy. 

P Mr. Pauw. Because the man always has the hope of getting more. 

’ The Cuatrman. We have had a free economy and high prices. 

Mr. Pau. And we have 84,000,000 head of cattle on hand. There 
may have been some shortage just recently because of the fear of this 
market, because of the fear of these controls, 

The farmers have held back, and they have not marketed the 
amount of cattle that was anticipated that would be marketed under 
a free economy this year. The receipts are lower than was anticipated. 

The Cuarrman. Under your theory it is a profit motive that stimu- 
lates production ? 

Mr. Pau. Always. 

The CHarrmMan. Always? 
83473—51—pt. 2——12 
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Mr. Paut. Yes, sir. 
The CuatrMan. Certainly the profit motive is there now to a great 
extent, more than the American people thought they wanted it to be, 
and yet under those conditions why hasn’t the supply met the demand / 

Mr. Paun. Because the cattle to been held back and have not 
been marketed. 

The CuarrMan. It has been a free market. 

Mr. Pau. That is right, but the man who owned them decided he 
didn’t want to sell just now. You can’t go and tell him he has to. 

The Cuarrman. Why did he decide he didn’t want to sell just now? 

Mr. Pauw. Because he was afraid—— 

The Cuamman. He is afraid of future conditions? 

Mr. Pavuu. He didn’t know just what the immediate future was 
going to hold for him, as far as these regulations were concerned. 

The CuairMan. That just has reference to the present time. This 
thing has been going along for a long time. Has he always been 
apprehensive of conditions ¢ 

Mr. Pau. Oh, yes, sir. 

The CHarrmMan. He has always been ? 

Mr. Pau. He has to make that one of the things he thinks about 
when he considers whether he is going to increase his business or not. 
He is always apprehensive of the future. 

The CuarrmMan. There has been no reason for the lack of produc- 
rs ae has been no disease which has destroyed cattle, has 
there ¢ 

Mr. Pauw. No; I think the production has been there, sir. The 
production has been there as evidenced by the number of cattle on 
hand on January 1 and an increase of practically 4,000,000 head last 
year. 

The CuarrmMan. Well, who gets most of the price for cattle? Where 
does it go? From the feeder, to the slaughterer, to the wholesaler, 
to the retailer, is anybody getting a profit he ought not to have? 

Mr. Paut. Not that I know of. 

The Cuarrman. Do you get yours ? 

Mr. Pavt. Ours? 

The CHarrMan. Yes, sir. 

Mr. Pau. Well, no; I don’t think so. 

May I tell you that Rath Packing Co. had $212,000,000 worth of 
sales, with $2,190,000 worth of profit. That is 1 percent on the sales, 
and that is less than one-half cent per pound on the meat sold. 

Now, if it isn’t over one-half cent per pound, would you know when 
you went to the meat market to buy it whether it was there or not ? 

Suppose we didn’t make anything, and it was a half cent a pound 
less, and the meat is a dollar a pound so it sells now for 9914 cents a 
pound. 

The Crairman. Well, what does it cost you to get the same amount 
of meat that would sell at retail for a dollar a pound ¢ 

Mr. Pau. Oh, well, that depends on what kind of meat. 

The Cuamman. Well, I suppose the kind of meat that sells at a 
dollar a pound would be steak ? 

a Pau, Well, the gentleman before was talking about round 
steak. 

Mr. Mutrer. That is at $1.12. 

Mr. Paux. And 15 percent of the carcass. 
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The Cuatrwan. Is round steak higher than porterhouse, or sir- 
loin? 

Mr. Paut. No, I think OPA has set porterhouse and sirloins at a 
higher price than round. 

fr. Muurer. Filet mignon even higher. 

Mr. Gampre. You can’t produce filet mignon, according to the 
newspapers, under these regulations. 

Mr. Pavt. Filet mignon is not salable at the butcher shop, sir. 

Mr. Muurer. Why? 

Mr. Pau. Because OPA said “No.” 

Mr. Gambier. That is what I read. 

Mr. Paut. The OPS, rather, Office of Price Stabilization. 

Mr. Mutrer. That bears out the previous witness’ statement, as 
to the best way of cutting down the demand. Eliminate the luxury 
items. 

Mr. Parman. Mr. Chairman. 

The Cuarrman. Mr. Patman. 

Mr. Parman. In a case like this, suppose we have no control, and 
there is competition for the purchase of feed—naturally there will 
be—and the cattle growers can pay more for feed because beef is go- 
ing up all the time, and has become very high, and in the dairy in- 
dustry their product will not move when it gets too high—and the 
same Way with poultry—and suppose all the feed is going to the cattle 
raiser, and the dairyman can’t buy that feed, he is not able to do it, 
neither is the poultryman—how would you handle ‘that situation, if 
we were to arrive at a situation like that where one segment of the 
meat-producing business was taking all the feed, and causing others 
to pay more for it? How would you handle it? 

Mr. Pavt. I think it would handle itself, sir. The law of supply 
and demand. 

Mr. Parman. Well, the dairyman can’t get feed. He can’t pay that 
price for it. 

Mr. Pauw. Then he would produce less milk. 

Mr. Parman. That is right. 

Mr. Paut. Then milk would get higher, because there would be less 
of it. 

Mr. Patman. I know, but would that be in the interests of the 
country ? 

Mr. Paes. I don’t know about that. 

Mr. Patman. We need a certain amount of milk, you know. 

I can see a very dangerous situation, if we didn’t have any controls 
at all. 

Mr. Wotcotr. Would you yield, Mr. Patman ? 

Mr. Parman. Yes, sir. 

Mr. Wovcorr. As milk went up, because milk competes with meat, 
then meat would come back down, would it not? 

Mr. Pauw. Surely it would. 

Mr. Parman. It is not an alternative every time. 

Mr. Wotcorr. Well, it is the history of prices and costs. 

I assume his point is this, that that would operate without controls, 
but as soon as you tried to put controls on one segment of the economy 
or another then you would throw it into a tailspin because you don’t 
allow the law of supply and demand to function. 
The Cuairman. Are you through, Mr. Patman ? 
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Mr. Parman. I am through. 

The CHatrman. Dr. Talle. 

Mr. Taue. I will pass, Mr. Chairman. 

The CHatrmMan. Mr. Multer. 

Mr. Muurer. Mr. Paul, at least half of your statement I heard 
before. Do you know where I heard it? 

Mr. Pauu. No; where, sir? 

Mr. Muurer. Were you at the recent “more meat conference” about 
2 weeks ago? 

Mr. Pau. No, sir. 

Mr. Muurer. Well, at least half of your statement, almost verbatim, 
was given to us that night, and when they got through I asked the 
representatives, and we were told that the representatives of the entire 
industry were there—the ranchers, feeders, packers, wholesalers, and 
even the retailers—and I told them that we would like to see the facts 
and figures that sustain their contentions and that we would also like 
to have them tell us, when they came in here to give us a statement 
along the lines of this one, to indicate that when they gave us this 
threefold program that you have outlined, to indicate where the rest 
of your industry fits in this program. 

You have told us how to control inflation. 

You have told us what the farmers and ranchers ought to do. 

You have told us what the consumers ought to do and what the Gov- 
ernment ought to do. 

What do you think the packers ought to do in this program ? 

Mr. Pauu. Furnish meat, just as much as we can. 

Mr. Mutrer. Just furnish the meat, at any price they please, any- 
thing they can get for it, all the traffic will bear? 

Mr. Paun. Well, did you ever hear of the farmer who sold the 
animal as high as he could and the packer who bought it as low as he 
could and then the packer who sold the meat as high as he could and 
the retailer 

Mr. Muurer. I never heard of a packer who did anything different 
but squeeze the livestock price down and push his selling price up. 

Mr. Pavun. And the retailer who brought it as low as he could and 
sold it as high as he could and the customer bought it as low as he 
could ¢ 

That is the American way. 

Mr. Muurer. That is exactly why you need controls in a situation 
like the one confronting us today. 

Mr. Paut. That is the American way. 

Mr. Muvrer. That is why we needed controls in World War II, and 
despite the controls, in my opinion, the worst black marketers were 
found in the meat industry. 

Mr. Pau. That is right. 

Mr. Mutrer. Now let’s see how badly you fared during OPA— 
and I have in mind your statement here, that without controls we are 
going to get more production and keep the price down. 

In 1940 the country produced over 19 billion pounds of meat, of 
which 7 billion pounds were beef, and production kept going up. 

In 1941, it went up—and that is without controls. 

Then in 1942 we had controls, in 1943, 1944, 1945, we had controls 
and production continued to climb. 
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In 1944 it had reached over 25 billion pounds of which beef was 
over 9 billion pounds. 

In 1945 it fell down to 231% billion of which beef was over 10 billion 
pounds. 

Are my figures correct ? 

Mr. Pauw. I think so. I have just the United States total. I don’t 
have the beef. 

Mr. Mutter. Then controls went off. 

In 1946, you produced almost 23 billion pounds of meat; over 9 
billion was beef. 

In 1947, you repeated with over 23 billion pounds of meat of which 
almost 1014 billion pounds was beef. 

And in 1948, it drops off to 21 billion pounds, of which 9 billion 

ounds was beef. 

In 1949, it is 21 billion pounds of meat, of which over 9 billion is 
beef. 

Then we get to 1950. In September 1950, we enacted this Defense 
Production Act which gave the President the right to control prices 
and to impose allocations and priorities. 

In 1950 we get an increase to up over 22 billion pounds of meat, of 
which 91% billion pounds are beef. 

And since 1950, we have had an additional increase in both meat 
and beef. 

Don’t you think that knocks your argument into a cocked hat, that 
controls mean less production ? 

Mr. Pav. No; I don’t think so. The production that was gained 
during the war was because of a very determined effort on the part of 
the Department of Agriculture and the Government in general to raise 
more meat. 

Meat will win the war, and we did raise more meat and farmers 
raised more hogs and more cattle, to win the war. 

Mr. Muurer. And you did it as a patriotic effort, because we were 
in a war and we needed more beef? 

Mr. Paut. Yes, sir. 

Mr. Muurer. And you did it despite the controls? 

Mr. Pavuy. They did it because of patriotic urge; today there is no 
patriotic urge. 

Mr. Wotcorr. Will you yield? 

Mr. Mutter. Let’s get this patriotic urge disposed of first. 

Mr. Wotcorr. Didn’t the fact that we paid over $2 billion in meat 
subsidies perhaps have something to do with meat production, $483,- 
000,000 in 1 year? 

Mr. Parman. We were told that would not aid production. 

Mr. Wo corr. Subsidies? 

Mr. Parman. Yes, sir. I was for it for that purpose but people 
argued the other way. 

fr. Murrer. Well, that is the patriotic urge I wanted to get cleared 
up. 

Was it the patriotic urge or the $4 billion in subsidies that caused 
the increased production ! 

Mr. Pauw. I think both. 
Mr. Muurer. Today there is neither subsidies nor patriotic urge? 
Mr. Pav. That is right. 
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Mr. Muurer. Do you think we can get enough patriotic urge out of 
the industry if we give them a big enough subsidy ? 

Mr. Paut. No. 

Mr. Muurer. You don’t think so? 

Mr. Pau. They don’t want the subsidies. 

Mr. Muvrer. And they will not under any condition give us the 
patriotic urge and give us this increased production ! 

Mr. Pav. Are you speaking about the ranchers and farmers? 

Mr. Mutrer. I am talking about your industry as a whole, because 
it was the industry as a whole that did this fine job in World War I, 
despite the tremendous amount of black marketing. 

Mr. Pav. If we go ahead under controls, you will have a decreased 
production. 

Mr. Mutrer. Despite the fact that our experience in World War II 
shows the contrary ¢ 

Mr. Pauv. I presume if we have the same situation again. 

Mr. Muurer. Why shouldn’t we have increased production, now ¢ 

Mr. Pauu. 1 beg your pardon? 

Mr. Murer. Why shouldn’t we have increased production now? 
Aren’t we in an emergency today / 

Mr. Pau. Are we! 

Mr. Muurer. Yes, sir. 

Mr. Pavux. You tell me. 

Mr. Muurer. Well, I am asking you. You are the witness now. 
You tell us. 

Mr. Pauw. Certainly not the emergency that we were in during the 
last war. 

Mr. Muurer. Let me get this clear, sir. Are you here talking now 
for your industry, or for yourself and your company ? 

Mr. Pauw. I am talking for the industry, and I am talking for my 
company, too. 

Mr. Cote. What do you mean, industry ? 

Mr. Pau. The American Meat Institute. 

Mr. Muurer. That includes what ? 

Mr. Pau. About 800 members. 

Mr. Muurer. And their main business is what, meat packing? 

Mr. Paut. Yes, sir. 

Mr. Mutrer. Are there any ranchers or feeders in the institute ? 

Mr. Pau. No; these are meat processors. 

Mr. Murer. And packers? 

Mr. Pavuu. That is right. 

Mr. Murer. Then may we take it here, in Congress, that you are 
talking for the meat packers and processors, and telling us that we 
are not in the kind of an emergency that calls upon every American, 
including packers and processors, to go all out in this defense effort ¢ 

Mr. Pau. No; I am not saying that, sir. I am telling you the 
emergency is not the same as it was in the last war. 

Mr. Muvrer. Wherein does it differ? 

Mr. Paut. I don’t think we have an army of 7 or 8 million men. 

Mr. Mutter. It is costing us twice as much money to maintain an 
army of one-half as many men; is it not? 

Mr. Pauw. Yes, sir. 

Mr. Mutter. So, then, it needs just as much money to carry on 
doesn’t it? The danger that faces us is certainly just as great, isn’t it? 
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Mr. Pavt. I don’t know that; as it was the last time. 

Mr. Mutrer. Don’t you think that if we don’t go all out in this 
defense effort and make this country so strong that Russia can’t take 
us over, that we are likely to be taken over by Russia and have their 
way of life imposed upon us and our democratic way of life thrown 
out of the window ¢ 

Mr. Pavt. I don’t know what Russia is going to do. 

Mr. Mutter. Does your industry have any idea? 

Mr. Pav. Of what, sir? 

Mr. Mutrer. Of what Russia may do? 

Mr. Pavt. No, I don’t think they do. 

Mr. Mutter. Neither you nor your industry have any idea of the 
threat that confronts us today, on the international scene / 

Neither you nor your industry know that it is of paramount im- 
portance that we go all out to make ourselves so strong that Russia 
will never dare fight us? 

Mr. Pau. Yes, sir, but we are not discussing that. We are discuss- 
ing controls, sir. 

Mr. Mourer. All right, I will permit you to change the subject. 

How long has your company been in business, Mr. Paul, the Rath 
Packing Co. ? 

Mr. Pavn. Sixty years. 

Mr. Muurer. Sixty years? 

Mr. Paut. Yes, sir. 

Mr. Muurer. You have told us how many head were slaughtered by 
your company in June 1941, and in June 1946. 

How many head were slaughtered in May of 1946 and in July of 
1946, by your company ? 

Mr. Paut. In July of 1946, 11,000. 

Mr. Murer. And in May of 1946? 

Mr. Pauu. Three thousand seven hundred. 

Mr. Muurer. And in September of 1946? 

Mr. Pau. I don’t have those figures right here, sir. 

Mr. Moutrer. In January of 1947? 

Mr. Pavt. I do not have those right now. I will get them for you, 
if you wish. 

Mr. Mutrer. Can you tell us what your company’s profit was during 
each of the years 1941 to 1950, inclusive ? 

Mr. Pauw. I do not have those figures here, sir. 

Mr. Mutrer. During which of those years did Rath Packing Co. 
lose any money. if any ? 

Mr. Paut. I do not have those figures here for you, sir. 

Mr. Mutter. You can’t tell us whether the company lost any money 
during any of those years ? 

Mr. Pauu. We made a profit during those years. 

Mr. Mutter. In every one of those years ? 

Mr. Paut. Yes, sir. 

Mr. Muurer. You made a bigger “ee in 1950 than you did during 
any of the previous years, didn’t you ! 

Mr. Pavut. No, sir. 
Mr. Mutter. Which was your best year? 
Mr. Pavt. I do not have those figures here, sir. 









832 DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


Mr. Muurer. Now, you told us that when you made, I think, $212,000 
profit, that your average profit per pound of meat was a half a cent; 
is that right? 

Mr. Pauw. Less than a half cent; yes, sir. 

Mr. Mutrer. Less than a half cent. 

Mr. Pavt. That is right. 

Mr. Mutter. How much profit did you make on the offal? 

Mr. Pauw. We can’t divide it down, sir. 

Mr. Mutter. You can’t? 

Mr. Paun. No. ; 

Mr. Murrer. How much profit did you make on the hides? 

Mr. Pact. That is not the way the records are kept. 

Mr. Mutter. Did you make a profit on the sale of hides? 

Mr. Pavut. The hides are credited to animals at what they are worth. 

Mr. Mutter. Did you make a profit on the byproducts? 

Mr. Pavuxt. We are not supposed to make any profit on the by- 
products, or the hides, or any items of the beef carcass, of the live 
animal. They are credited to the value of the animals and from that 
you determine what your carcass is worth. 

Mr. Mutrer. Did you make a profit on the byproducts? 

Mr. Pavut. We don’t keep our records that way, sir. 

Mr. Mutter. I might suggest that if you did keep your records 
that way you would not be able to tell us that you made only a half 
cent a pound on each pound of beef, if you allocated the profit to the 
various items that go into your industry, you might give a clearer 
picture of what your industry is doing. 

Mr. Pauw. Half a cent a pound, sir, applied to all of the meat that 
was processed in the company. 

Mr. Mutter. Now, Mr. Patman started to ask you a question about 
Regulation W. Regulation W is the regulation that controls con- 
sumer credit. 

I think you said that you know nothing about that ? 

Mr. Pauw. That is right, sir. 

Mr. Mutrer. Therefore I think this committee should discount your 
suggestion that one of the ways to beat inflation is for Congress to 
limit consumer credit. 

You are not an authority on the subject? 

Mr. Paut. No, sir, and I submitted the program as that of the 19 
organizations, merely to give you a preview of it, and if you would 
care to have a witness I am sure that he would be glad to come before 
you. 

Mr. Murer. Let me repeat, that it is at least two full weeks since 
I challenged your organization and your representatives to send some- 
one here with those facts and figures who could speak authoritatively 
on this program. 

Mr. Core. Mr. Multer, when would you have had them here; dur- 
ing that 2 weeks? 

Mr. Mutter. didn’t want them here during the 2 weeks. 

Mr. Coxe. I know but you are implying: 

Mr. Mutrer. This gentleman says he can get them here. I want 
him to know that his organization was told 2 weeks ago to have them 
here. 
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Mr. Coxe. I understand but you are implying that by reason of the 
passage of 2 weeks and no witness having appeared, therefore—— 

Mr. Murer. I am not implying anything. I am repeating just 
what I said to them, that at their organization meeting, as 1 have 
said twice before, I said that when they come in to present their case 
they ought to have experts come in to present these facts, and not 
have someone to give us a general statement and then say, “I don’t 
have those facts.” 

Mr. Core. Just as Mr. Wilson said, “I am not an expert on the sub- 
ject, and we will later have other witnesses.” 

Mr. Moutrer. I am saying that the industry is not treating us 
fairly when they don’t give us the facts. 

Mr. Corz. That is ridiculous and you know it. 

Mr. Mutrer. We will see how ridiculous it is if and when they 
give us the figures. 

The CuarrMan. Let’s go on with the questions, gentlemen. 

Mr. Tatix. Mr. Chairman. 

Mr. Motrer. I yield. 

Mr. Tatxte. Having looked at the program of witnesses, I under- 
stand those people will appear next week. 

The CHarrMan. We will invite all the witnesses who desire to 
appear. 

Mr. Coxe. “The only objection I have got is that Mr. Multer wants 
all of it in the last 2 weeks. We haven't had the time to do it. 

Mr. Mourer. Mr. Multer has said no such thing. 

Mr. Core. Well you have implied it and I resent it. 

Mr. Mutter. Now another item in your program is pay-as-you-go 
taxation. What position has your industry taken on the question 
of excess-profits taxes ¢ 

Mr. Pauw. If I may say so, sir, you are referring again to the pro- 
gram that I suggested to you, that the Doane Agency had written 
up, after the 19 organizations had gotten together, and asked them to 
draw it up. 

That witness will be glad to appear, sir. 

Mr. Murrer. You can’t tell us the position of your industry on the 
question of paying more taxes? How does your industry stand on the 
question of paying more taxes ? 

Mr. Pavt. Iam not in a position to answer that question, sir. 

Mr. Mutrer. Do you think the Doane Agency might be ? 

Mr. Pau. Yes, sir. 

Mr. Mutter. Now you gave us a quote from a gentleman by the 
name of Leon Bosch. 

When did he make that statement, if you know? 

Mr. Pau. He made it before his graduate class, within the last— 
I do not have the date, but I think it was within the last year. 

Mr. Mutter. Did you say to his graduate class?) He is a member 
of the faculty of that school? 

Mr. Pau. That is right, sir. 

Mr. Mutrer. Now you made a statement that the roll-back cost 
your company $50,000. 

Do you mean by that, that it cost your company $50,000 in profit 
that it will not be able to make? 

Mr. Pavut. That is right. 
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Mr. Moutrer. And you mean the same thing when you say that the 
industry lost $5 million, because of the roll-back, namely there will 
green less profit taken by the industry on account of the roll- 

ack ? 

Mr. Pavx. That is right, sir. 
Mr. Moutrer. Is that not a good way to control inflation, to cut 
down profits? 

Mr. Pauw. Well, I would like to do it some other way besides that, 

perhaps. 

Mr. Mutter. And if there is no other way? 

Mr. Pauw. Well, let us not 

Mr. Mourer. Either we are going to take it away from you by 

taxes or we are not going to let you make the profit in the first in- 
stance. Which would you rather have? 

Mr. Pau. Let us treat everyone alike, under the same set of cir- 
cumstances. Let us not do it this way. 

Mr. Mutrer. That is all right with me, and that is what I want. 
I want every industry, during the course of a war or emergency, con- 
trolled, and fully controlled, from the raw material to the end product. 

Mr. Pav. Let us not pick 

Mr. Mouurer. Not part of the way; all the way. Let us all partic- 
ipate in this effort and all be required by law, if we will not do it 
voluntarily, and most of us will not. Let us be compelled to do it, 
all of us, by allocations, priorities, and price controls, and wage con- 
trols. Let us get together and do this job. 

Mr. Pau. Let us not take the opportunity to invalidate contracts 
and cut across them, as this did. 

Mr. Mutrer. We had that. 

Mr. Pavt. It is unfair. 

Mr. Mvtrer. We had that same situation unfortunately during 
OPA, did we not? We must draw the line somewhere. When you 
start to control, you must draw the line somewhere, and if it neces- 
sarily invalidates an existing contract, we just must go along with 
that situation during the emergency. It is only the emergency which 
permits us to doit. If we did not have an emergency we would not 
need any of this legislation. 

Mr. Nicxuo.son. Will the gentleman yield? 

Mr. Mutrer. Yes, sir. 

Mr. NicHorson. Will you explain what parity is? 

Mr. Murer. Do you want the witness to ies 9 it? 

Mr. NicuHotson. No, you. 

Mr. Mutter. I asked for an explanation a little earlier today and 
the chairman said we had already had it twice today. But I will be 
glad to give it to you 

Mr. Wotcorr. This is parity. If a bushel of wheat bought a shirt, 
between 1919 and 1914, a bushel of wheat should buy a shirt today. 

Mr. Mourer. That is not my idea of it. Of course I understand 
they are trying to make parity something like that. But I thought 
the theory of parity we have in this bill is that we were going to take 
in all of the items of cost that went into producing an item, particu- 
larly a food product, and then fix parity so that a man could make 
a fair profit after taking into account all of his costs. 
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I thought that was a fair way of doing it for the farmer, for the 
meat packer and for everybody else in the country. If it is not, then 
somebody ought to come forward with a fair way of doing it. 

Mr. Tauie. Mr. Chairman. 

Mr. Motrer. That is all, Mr. Chairman. 

The Cuarrman. Dr. Talle. 

Mr. Tautz. Mr. Paul, I have said on other occasions and I will say 
it again now, that one characteristic of the American people is that 
they can be led but they cannot be driven, and with that idea in mind, 
I asked Mr. Eric Johnston, when he was before this committee, if he 
did not find it rather difficult to get enforcement of the proposed con- 
trol program, for the reason that we do not have a Pearl Harbor 
psychology. 

And as I understood your testimony, that was what you had in 
mind ? 

Mr. Paut. Yes, sir. 

Mr. Tatxe. I do not want your testimony to be misinterpreted. I 
do not want anybody to say that you said that there are people who 
are not patriotic. 

All you meant was, as I understood you, that we do not now have the 
Pearl Harbor psychology ? 

Mr. Pavt. That is right, sir. Thank you. 

Mr. Taiz. That is all, Mr. Chairman. 

The Caarrman. Mr. Deane. 

Mr. Deane. Mr. Paul, are you familiar with the fact that since 
Korea there has been an increase of over $4 billion in our defense pro- 
gram, in view of the inflationary impact? 

Mr. Pav. I understand there has been. 

Mr. Deane. Do you feel that there is a responsibility on the part 
of Congress to try to come to grips with that problem ? 

Mr. Pav. I beg your pardon. 

Mr. Deane. Do you feel it is our responsibility in Congress to try 
to come to grips with that problem ? 

Mr. Pavu. Well, I presume it is. 

Mr. Deane. Do you not feel that unless there is some type of control, 
that we are going to see this inflation continue to the point of coming 
very near wrecking the economy of this country ? 

Mr. Paut. The only thing I can say to you is that the controls on 
meat did not work the last time. 

Mr. Deane. Well, I know that you are partial, and it is justified for 
you to come here and think in terms of your particular industry, and 
I commend you for it. 

At the same time we have got to think in terms of the entire economy 
of this country. 

Would you be in favor of unlimited wage increases ? 

Mr. Pauw. I would not be in favor of any controls. Leave all the 
controls off and let the law of supply and demand operate. 

Mr. Deanr. How many employees do you have in your plant? 

Mr. Pau. Around 6,000. 

Mr. Deane. Are you willing for them to make any particular de- 
mand they wish for an increase in wage, if there is no control over 
anything else ? 

Mr. Paut. Why of course, that is their privilege. 
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Mr. Deane. Well, do you‘not think that is exactly What is going 
to happen in this country, unless there is some stabilization of prices 
and wages 4 

Mr. Pau. Well, I do not know what is going to happen. All I can 
say 

Mr. Deane. Is that not a natural sequence? 

Mr. Pavt. I do not know what is going to happen. All I can say 
to you is that I do not want to see these price controls on meat go in 
because of what has happened in the past, and what probably will 
happen again, because that is the picture. 

Mr. Deane. Well, I think that your statement would be so much 
stronger if we had something tangible in the way of figures, that we 
could really base a sound conclusion on. 

Your statement reads good, but from the standpoint of having 
something to hold onto, I do not have it. 

That is all, Mr. Chairman. 

The Cuarrman. Mr. Cole. 

Mr. Corx. I am wondering if your company was affected in 1946, 
by the squeeze which occurred in the wage-stabilization policy, wherein 
the workers were asking for an increased wage, and that increase was 
not granted by the then Wage Stabilization Board. — + 

Then the workers went out on strike. 

Did that happen in your company ¢ 

Mr. Pauw. I do not recall, Mr. Cole, because I was not in that end 
of the business, and I do not recall whether they went out at that time 
or not. 

Mr. Corr. I see. I wanted to refer back to that, because there is 
a direct relationship between the action on the part of the Wage Sta- 
bilization Board and the action of the workers, and the production of 
meat, which is rather an interesting story. But you do not know 
about it? 

Mr. Pauw. I do not know about it; no. 

Mr. Core. That is all, Mr. Chairman. 

The Cuarrman. Mr. McKinnon. 

Mr. McKinnon. Mr. Paul, is Tony still with your organization, 
the American Meat Institute ? 

Mr. Paut. I donot know,sir. I will have to ask the members. 

Mr. McKinnon. Well, that is immaterial. It does not matter an 
awful lot. He is an excellent public relations man. 

Your argument against controls is that based primarily on the fact 
that you just do not like controls or is it based on the fact that you 
fear the controls are not properly set up and therefore might invoke 
a loss of production ? 

Mr. Paut. I do not like controls and I do not want controls because 
of what happened to us the last time under the controls. 

Mr. McKinnon. What is that? 

Mr. Pavt. It took our business away from us. It ruined that end 
of the business. 

Mr. McKinnon. Was that inherently in the controls or the way the 
controls were operated? Do you think the controls system could 
be improved so that would not happen ? 

Mr. Pauw. No; I do not think so. 

Mr. McKinnon. Why not? 
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Mr. Pavt. I think human nature is the same now as it was during 
1945 and 1944, and that probably people are going to get meat whether 
you like it or not. 

Mr. McKinnon. Do you think our country would have been better 
off had we had no price controls at all back in 1942? 

Mr. Pau. Indeed I do. Based on the law of supply and demand, 
I do, sir. 

Mr. McKinnon. If it were based on the law of supply and demand 
today, you admit prices would go up, do you not ? 

Mr. Paut. No; I would not at all. It would depend on what the 
disposable income is. 

Mr. McKinnon. Well, prices of meat have gone up in the last 3 or 
4 months, have they not ? 

Mr. Paut. Yes; but please remember this: that the lockers and 
home freezers of this country hold 2 million pounds of meat, and many 
of them were filled because of fear. 

Mr. McKinnon. And we have not yet had any impact to speak of 
from our military spending, have we ? 

Mr. Pav. Not too much. 

Mr. McKinnon. And that is in the offing, is it not ? 

Mr. Pav. I presume so. 

-Mr. McKinnon. And that will probably replace the psychological 
impact on prices, do you not think so? 

Mr. Pau. Well, if disposable income goes up that percentage I told 
you stays pretty normal. 

Mr. McKinnon. Well, if disposable income comes up by a billion 
dollars a month, it will not necessarily affect all people. It will affect 
a few people, is that not true? It will not necessarily affect the income 
of everybody, will it? 

Mr. Pact. I do not know who it will affect. It will affect those who 
do not have the money, I presume. 

Mr. McKinnon. It will not affect everybody ? 

Mr. Pavt. I do not know that, sir. 

Mr. McKinnon. Well, you can assume that it will not, can’t you / 

Mr. Paun. It depends on who has the income. 

Mr. McKinnon. That is right. That is a profound observation. 

But at the same time you know and I know that not everybody is 
going to share this income to the same extent. 

Mr. Pau. Well, I do not know that. 

Mr. McKinnon. But you have a pretty good idea if you are a vice 
president of a big packing company. You assume certain things, do 
you not ? 

Mr. Pavut. But how can I assume an impossible look into the future / 
I do not know who is going to get the income. 

Mr. McKinnon. If you cannot assume a look into the future how 
have you any authority to come in and tell us what you think about 
controls ? 

_Mr. Pavn. Because I know what happened with controls the last 
time. 

_Mr. McKinnon. And you know if we had not had controls the last 
time prices would have gone up. They were going up until controls 
came along. 

Mr. Paut. And they were up in the black market. 
Mr. McKinnon. Yes; but not the general average. 
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Mr. Pauw. We do not know how much was sold in the black market, 
but the black market represented the law of supply and demand. 

Mr. McKinnon. If we go along with war defense spending, and we 
have a billion dollars a month more disposable income, the prices 
will go up. 

Mr. Pau. If the disposable income goes up, then that percentage 
of it which usually is spent for meat will be spent for either a larger 
or a smaller supply of meat. 

Mr. McKinnon. In view of what happened in the last eight months 
it is being spent for a smaller supply of meat, is that not true? 

Mr. Pau. The amount of meat has not come to market during the 
last 6 months, that was intended. 

Mr. McKinnon. What is that? 

Mr. Pau. The amount of meat has not come to market. 

Mr. McKinnon. And the price of meat has gone up, is that not 
right ? 

Mr. Pau. Yes. The price of pork has not gone up. 

Mr. McKinnon. Well, the price of beef has. 

Mr. Paut. Yes. 

Mr. McKinnon. And if we continue along this line, it will continue 
to go up because the supply is not available to to match the increased 
purchasing power, is that not right? 

Mr. Patt. I presume that. 

Mr. McKinnon. And if the prices of meat go up, then the wage 
earners are going to demand more money, is that not so? 

Mr. Pau. I presume they will. 

Mr. McKinnon. And then the farmer is going to want more money 
for his cattle, his wheat, his corn and so on and so forth, is that not 
true ¢ 

Mr. Pauw. That is the law of supply and demand operating, yes, sir. 

Mr. McKinnon. And we will gradually see the dollar diminishing 
in value and what you earn and what everybody else earns, in terms 
of dollars, will shrink. 

Mr. Pavt. But if you allow production to increase, and give all in- 
centive to production, then there will be enough to satisfy that demand, 
and prices will come down. 

Mr. McKinnon. Well now, looking back over your figures here, of 
production, for the last 10 years, man tatie had some tremendous years 
of profit. Last year was a tremendous profit year in the meat in- 
dustry, you tell us. Yet the volume of meat has not increased mate- 
rially at all. It had not increased back in 1949, 1948, 1947, or 1946. 
Yet you had good profit years during those years. But your produc- 
tion has not increased. So what you are telling me, that if you have 
a lot of profit, your production will increase, has not been borne out by 
the facts. 

Mr. Paut. The amount of meat produced in 1950 was 22 billion 
pounds. 

Mr. McKinnon. That is right. 

Mr. Paut. In 1949 it was 21.7. 

Mr. McKinnon. Right. 

Mr. Pauw. In 1951 it is proposed that it will be around 23.5 billion. 

Mr. McKinnon. So you are increasing your production at the rate 
of about 5 percent a year ? 
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Mr. Pauw. I do not know just what the percentage is there, sir. 

Mr. McKinnon. But likewise, in your profit picture, your profit in 
1950 has been very good, and your profit back in 1949 was very good. 
But your profit picture has been a whole lot better than your pro- 
duction picture, so that your statement that production increases in 
terms of profit just does not bear out the facts of the case. 

Mr. Paut. What are you speaking about, profits of packers or 
what ¢ 

Mr. McKinnon. I am speaking about the profits that a steer gives 
to the feeder or the grower, not the packer. That is where your sup- 
ply starts, is that true ? 

Mr. Pauu. Yes; he has been increasing his production right along. 

Mr. McKinnon. That is right. And his profit picture has been 
very satisfactory in terms of background and past history, but still 
your production has not increased materially. 

Mr. Pau. Oh yes it has. There are 84,000,000 head of cattle. 

Mr. McKinnon. Well, it has increased 5 percent, not as fast as 
your prices have increased. 

Mr. Paut. The amount of cattle on hand is at the highest point of 
all time, right now. 

Mr. McKinnon. On hand where, in the feed lots? 

Mr. Pavuu. On the farms and ranches. 84,200,000 head. That is the 
high point of all time, except 1945, when it was 85,600,000. 

Mr. Botire. And 1944, 85,300,000, those 2 years under OPA. 

Mr. Pav. That is right. 

Mr. McKinnon. It takes about two and a half years to get cattle 
to move to market, about two and a half years from the time the calf 
is born to the time it moves into market ? 

Mr. Pau. That is right, to raise a 1,200 or 1,800 pound steer. 

Mr. McKinnon. So that present crop coming in now was bred and 
born back in 1948 or 1949? 

Mr. Pavt. That is right. 

Mr. McKinnon. Let me call attention to the fact that your profit 
per steer back in 1948 and 1949 according to official records, was not a 
profit, but a loss of $8.83 a head. 

Yet that was the year that the foundation was laid for the highest 
production that you had, except for the years 1944 and 1945. Again, 
that does not bear out your statement that production goes with the 
profit. 

Mr. Nicnortson. How long does it take? 

Mr. McKinnon. Two and a half years. 

Mr. Nicnoitson. To produce a cow? 

Mr. McKinnon. Two and a half years, so the gentleman tells me. 

Mr. Nicuotson. Two and a half to three years to produce a steer 

for market. 
_ Mr. McKinnon. In other words, from the information given us, we 
find out two facts, do we not? First of all, the fact that production 
does not necessarily follow profits; and more than that, that produc- 
tion is planned in not necessarily profitable times. 

Mr. Fait. That may be. 

Mr. McKinnon. Yes. 

Mr. Paut. That may be. 
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Mr. McKinnon. All right. Then the fact that your incentive, 
which is profit, does not necessarily insure that if we do not put 
controls on we are going to have more beef. 

Mr. Pau. I am saying to you that if you put controls on you 
‘an expect a lot of people in the cattle industry to cut down on their 
operations. 

Mr. McKinnon. Why? 

Mr. Pau. Because they do not want to take the chance. 

Mr. McKinnon. What chance? 

Mr. Pav. The chance that they might lose what they now have 
accumulated. 

Mr. Deane. Will you yield right there, Mr. McKinnon ? 

Mr. McKinnon. I yield. 

Mr. Deane. Mr. Paul, I am a little disturbed about your testimony 
and I am glad that Dr. Talle brought out certain factors indicating 
that you don’t want to leave an unpatriotic statement in the record. 

But this thought occurs to me: We won the war against Germany 
and our other enemies in World War II with controls. 

Now, in sequence, you say that you would be against controls even 
though we are trying to win the war against communism now ¢ 

Mr. Pau. I am against controls because of what they bring with 
them. 

Mr. Deane. In other words, if it means that we would succumb to 
communism, and the inflationary destruction of this country, if it 
was necessary, without controls? 

Mr. Pavux. I don’t think it follows that it is necessary for the 
controls in order to win a war. 

Mr. Deane. Are you willing to risk it? 

Mr. Paut. I don’t know that I should be put in that position of 
whether to risk it or not. 

Mr. Deane. Well, that is the serious job that we are faced with. Do 
you prefer not to answer the question ¢ 

Mr. Paut. Will you state the question again, sir? 

Mr. Deane. I said, would you be willing to risk succumbing to 
communism without controls, if that was necessary, rather than to 
have them ? 

Mr. Pauw. I don’t think it is necessary to make an answer to that 
question, sir. 

The Cuatrman. I recognize Mr. Nicholson. 

Mr. Nicnorson. I just want to ask one question, in order to clear it 
up in my own mind, 

You are against all controls, are you not, for the reason that we 
know how to run our own business better than somebody down here 
in Congress ¢ 

Mr. Pauw. We are against the controls, sir, because they did not 
work the last time, and because they wrought havoc to the business 
and to the public. 

Mr. Nicnoison. And there was a black market, wasn’t there? 

Mr. Pauw. Indeed there was. 

Mr. Nicnortson. And you can’t stop it—you, or I, or anybody else. 

That is all I have. 

Mr. Mutrer. You can if you try. 
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The CHarrRMAN. We have two other witnesses and we want to get 
through this evening, because if we don’t, it throws the whole schedule 
out. Mr. Dollinger. 

Mr. Dotiincer. Mr. Paul, you made the statement before that your 
company has always made a profit ; is that correct ? 

Mr. Pau. No; I don’t think I made that statement. 

Mr. Dotuincer. For the last 10 years? 

Mr. Pauu. I don’t have the records here, but I think they will have 
shown a profit in the last 10 years; yes, sir. 

Mr. Dotiincer. That was during the period OPA was in operation ? 

Mr. Paut. Yes, sir. 

Mr. Douirncer. You made the statement just a little while ago that 
business was ruined during the OPA days? 

Mr. Pau. I am talking about our beef business, sir. 

Mr. Dotiincer. You made a profit on that; didn’t you? 

Mr. Pau. No; not that year. 

Mr. Dotirncer. You said before that you consider your profit on an 
over-all basis, that you don’t set up one separate profit on beef, and 
another on the byproducts of the beef? 

Mr. Pau. That is correct. 

Mr. Douturncer. It is all in one picture ? 

Mr. Pau. Yes. 

Mr. Doturcer. You also said before that your profit is approxi- 
mately a half cent a pound? 

Mr. Paut. Less than a half cent a pound, sir. 

Mr. Doxtrncer. Did you mean your net profit or gross profit ? 

Mr. Pau. Net profit. 

Mr. Dotuincer. What would your gross profit be? 

Mr. Pav. I don’t know what the taxes would be on that, sir. 

Mr. Dotirncer. That took into consideration taxes, all net? 

Mr. Pau. That is right; this is net. 

Mr. Dotuincer. All your overhead and everything else? 

Mr. Pav. That is right. 

Mr. Dotirncer. That is all. 

The Cuatrman. Mr. Buffett. 

Mr. Burrerr. Mr. Paul, is it a correct figure that I have here which 
shows that the meat-packing industry in 1950 had a net return on net 
worth of 6.4 percent ? 

‘Mr. Paut. Approximately, sir. 

Mr. Burrerr. And in 1949 it was 4 percent ? 

M. Pavut. I am not too familiar with those figures but they sound 
about right, sir. I am not sure. 

Mr. Burrerr. Do you know of anyone in business who feels that that 
is an exorbitant profit ? 

Mr. Pauu. No; I don't. 

Mr. Burret. That is all. 

The Cuamman. Mr. Betts. 

Mr. Berrs. I have no questions. 

The Cuatrman. Mr. McDonough. 

Mr. McDonoven. I have no questions. 

The Cuatrman. You may stand aside. Thank you very much. 

We have two other witnesses now, and it is 5 o’clock. So, please, let’s 
proceed. 

Call the next witness, Mr. Clerk. 

83473—51—pt. 2-138 
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Mr. Hatianan. Mr. Conway, director of research of the National 
Livestock Producers Association. 

The Cuatrman. Identify yourself and proceed, Mr. Conway. 

Mr. Conway. My name is H. M. Conway, director of research, Na- 
tional Livestock Producers Association. 

If I may be permitted, Mr. Chairman, I would like to read a paper 
which I have prepared for this occasion. 

The Carman. You may proceed as you desire. 


STATEMENT OF H. M. CONWAY, DIRECTOR OF RESEARCH, 
NATIONAL LIVESTOCK PRODUCERS ASSOCIATION 


Mr. Conway. Only once in the history of this country have farmers 
and stockmen, as well as meat consumers, been confronted with condi- 
tions comparable to what are to be expected as the livestock and meat 
industry is forced under a federally controlled economy. No identi- 
fication or description of that historical period is necessary, as condi- 
tions during OPA days have been indelibly stamped on the minds of 
practically every meat consumer, as well as that of each livestock pro- 
ducer and feeder of this country. 

I fully appreciate that any reference at this time to such chaotic 
conditions may be sacrilegious but I wish to give a solemn warning not 
only to this committee but also to the meat-consuming public through- 
out the country that such conditions again are definitely in prospect. 

At the outset it seems advisable to state that price ceilings on live- 
stock and meat, as well as all of the accompanying and resulting regu- 
lations, are unjustified and ‘absolutely unworkable., Such controls 
may seem a generous gesture and a special consideration to the meat 
consumer but in the final analysis nothing can be more detrimental 
to the meat consuming public and to the general welfare of this coun- 
try as a whole. 

This is a very sweeping statement but in arriving at such a con- 
clusion, I have tried to eliminate all personal and organizational 
bias and be guided by sound economic reasoning, backed up by much 
professional experience and practical observation in the livestock 
and meat industry over a long period of time. 

While this statement may seem opinionated, I want to assure this 
commiitee that my convictions are given in all honesty and sincerity 
as I do not dare to jeopardize my professional standing by erron- 
eous conclusions because in the livestock field time is always a final 
check on the soundness of economic reasoning and particularly on 
future forecasts. Furthermore, it has been my business for many 
years to give advice to thousands of livestock producers and feeders 
on their production and feeding operations and to supply, either 
directly or indirectly, basic information to fully two-thirds of the 
livestock industry. 

You may be further assured that any statement I make in my 
official capacity as director of research of the National Livestock 
Producers Association, a farmer and stockman owned livestock mar- 
keting organization serving more than a half million livestock pro- 
ducers and feeders, is based on first hand acquaintance with past 
and present conditions in the livestock industry. It has been my 
responsibility during the past 28 years to maintain a running analysis 
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of current, as well as prospective, livestock prices. This has involved 
a detailed analysis of factors governing livestock and meat produc- 
tion and consumer demand. From such a position of experience and 
responsibility, I have no hesitancy in commenting on the effect of 
price and control policies that are now being placed on the live- 
stock industry. ; 

Before going into the technical aspects of price control policies, 
I would like to emphasize that no part of our national economy is 
more essential than the livestock and meat industry. Meat is a highly 
desirable food product and one that is essential to every individual 
from a dietary standpoint. Furthermore, livestock is the only means 
of utilizing the great forage and roughage resources of this coun- 
try. Almost every farmer and stockman is involved in meat pro- 
duction in some way and when the interests of consumers are in- 
cluded, practically every individual in this country is concerned with 
meat. From the business standpoint of employing capital and labor, 
the livestock and meat industry is second to none. Therefore, it is 
necessary to conclude that the whole population of this country is 
vitally concerned with what the future holds for the livestock and 
meat industry. 

It is also basically fundamental for sound economic reasoning to 
recognize that the livestock and meat industry grew and developed to 
its present high degree of perfection under a reasonably free play of 
economic forces. Extreme competition has prevailed in livestock 
production, feeding, and marketing. 

Likewise, similar competition has characterized meat processing and 
retailing. Through this competition there has developed a system of 
marketing, processing, and retailing that has efficiently and adequately 
distributed livestock and meat supplies from surplus producing areas 
to the most distant and deficit producing areas. 

This has been according to per capita demand in all areas, as well 
as on the basis of regional consuming habits. Efficiency through com- 
petition has limited profits in production and processing, thus through 
competition the consumer’s dollar is divided on the basis of costs and 
services rendered. 

Getting into more technical aspects, it can be demonstrated and 
backed up by economic reasoning that the basic level of meat prices is 
determined over the retail counter. These factors are, viz: (1) The 
purchasing power of the consumer; (2) the per capita supply of meat ; 
and (3) the value of the dollar. The latter item is measured by the 
general level of commodity prices, which ordinarily reflect the extent 
of price inflation or deflation. 

This factor, which is out of the field of control of the meat producer 
and consumer, not only governs the general level of all commodity 
prices, including livestock and meat, but also largely determines the 
over-all price of labor. 

To anyone familiar with the statistical analysis and the basis of 
forecasting meat prices, as well as those for livestock, it can be dem- 
onstrated that at any time and at any place livestock and meat prices 
are a reflection of a reasonably free play of economic forces. There- 
fore, it has to be concluded that legitimate prices normally prevail for 
livestock and meat. 
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Ordinarily with a free play of economic forces any maladjustments 
are promptly corrected and this is accomplished by minor price varia- 
tions from day to day, which reflect a perpetual adjustment between 
supply and demand conditions that are highly sensitive. This nat- 
urally results in endless price differentials between competitive prod- 
ucts, as well as between distribution points, which vary from day to 
day and particularly from season to season. 

These variations are especially important in governing the istribu- 
tion of flow of meat to consuming areas. With the extreme surplus 
area of meat production in the Midwest, approximately two-thirds of 
the livestock and meat supply normally moves to the eastern consum- 
ing areas. Consequently, proper and flexible price differentials are 
necessary to maintain the flow of meat from the producer to the 
consumer. 

Considering the more obvious limitations of price ceilings and con- 
trols for livestock and meats, it should be recognized that there are 
numerous classes and grades and that present grade standards are 
rather arbitrary. Furthermore, these largely lose their identity in 
retail channels, consequently with unbalanced supply and demand 
conditions price fails to be a true measure of the value of meat and 
services rendered to the consumer. 

There is normally considerable overlapping in the various grades, 
thus price can be offset by a corresponding lowering of the quality of 
the product received. There are endless ways of reducing services to 
the consumer. 

With the foregoing as a basis for interpreting the present position 
of livestock and meat prices, some definite conclusions and recom- 
mendations may be formulated in regard to price control policies. It 
has been natural to justify such action by the sharp advance in prices 
during the past 12 months. Also it may seem politically expedient 
to promise consumers lower meat prices. As a consumer, I know meat 
is never cheap enough. However, I want to emphasize more funda- 
mental conditions and particularly indicate what has taken place 
during the past 12 months. 

Following the usual statistical procedure in price analysis, I would 
like to point out the extent of price inflation and the increase in 
consumer demand that has taken place since last June. From June 
to March, over a period of 9 months, the general level of commodity 
prices advanced 17 percent. Along with the rapid increase in inven- 
tory values, as well as generally higher prices for new production, 
together with the rearmament program, there was a substantial 
increase in industrial activity which resulted in a marked uptrend 
in employment. 

The net effect of this was a general step-up in personal income for 
the country as a whole, which was approximately at an annual rate 
of $241 billion in March as compared with $215 billion last June, an 
increase of 12 percent. During this period, average weekly income 
of factory workers was increased by approximately 9 percent. Retail 
meat prices advanced approximately 10 percent, which maintained 
for the consumer considerably more than the average purchasing 
power on a dollar-for-dollar basis. 

The net effect of this was general price inflation and a greatly 
increased consumptive demand, which was passed on in the form of 
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higher livestock and meat prices. On the other hand, during that 
period the per capita supply of meat remained practically constant, 
consequently all of the price advance can be attributed to price infla- 
tion and to an increased consumer demand. 

This conclusion was further evidenced by the rapid flow of meat 
into consumption all during the period when prices were advancing. 
Furthermore, there has been nothing evidenced in the trade to indi- 
‘ate more than the normal resistance to higher meat prices. In fact, 
there has been considerably less resistance than usually, considering 
the upward trend in retail prices. For the country as a whole con- 
sumer purchasing power has been greatly increased and considerably 
more consumers have been shifted into higher income brackets. 

It is also important to recognize that the livestock industry has been 
making attempts to meet this increased consumptive demand for meat. 
During the past year, cattle inventory numbers were increased ap- 
proximately 5 percent. In the case of hogs the increase amounted to 7 
percent and for sheep and lambs production was advanced from a 
record low by approximately 4 percent. More cattle generally were 
put on feed but a greater percentage of these were calves, consequently 
would not have shown up in the way of increased beef production 
before the latter part of this year. 

Recognizing that higher livestock and meat prices were only an 
end product of definite economic forces, it should be appreciated that 
any price control measures should be directed at the causes, viz: the 
depreciation of the dollar, or inflation, and the increased purchasing 
power of the consumer. 

These are not within the control of the livestock and meat industry, 
consequently any attempt to stabilize the particularly roll back prices 
of livestock and meet can only make a bad situation worse. Any 
lowering of meat prices to the consumer will create an additional con- 
sumptive demand and will not curb inflationary pressures. In all 
probability, the over-all net result, as in OPA days, will be a diminish- 
ing meat supply that will be accompanied by still further price infla- 
tionary pressure and an increased demand on the part of meat 
consumers. 

With the present regulations, it is impossible to be most specific 
in regard to what can be expected in the case of cattle and beef. As 
has been previously indicated, cattle and beef prices can be fully 
justified on the basis of supply and demand conditions and by the 
general decrease in the value of the dollar, consequently the present 
and prospective price roll-backs in the beef market and in corre- 
spondingly low compliance prices for live cattle will result in a sub- 
stantially increased consumptive demand. 

The consumer will have the ability to purchase more beef and if 
the volume is not available he will be willing to pay a higher price. 
Also, if necessary, the consumer will not object to taking a lower grade 
product and will not hesitate on receiving reduced retail services. 

With demand being increased and no corresponding increase in 
the supply, the consumer most closely located to the source of pro- 
duction will be able to satisfy his increased demand. This naturally 
will be at the expense of the consumer most distant from producing 
areas, Which will promptly force the rationing of beef. All of this 
was experienced during OPA days and regardless of efforts to curb 
black-market operations, the results will be the same. 
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The most serious result will be reduced beef production. Price 
ceilings have been set up to discourage finishing cattle in the Corn 
Belt. Consequently much of the fed crop now in the Corn Belt will 
be held in hopes of recovering present inventory losses. This means 
a general shift of all beef production to a growing basis, which means 
slowed up production lines and a particularly reduced turn-over in 
slaughter number. 

Calves, instead of being finished the following year at 100 pounds, 
will tend to be held 2 or more years to reach such weights and will 
only produce beef of low quality. The urgent demand for desirable 
beef in producing areas will result in heavy calf slaughter and will 
tend to bold down cattle numbers at the expense of beef production. 
Under such conditions the net result would be for cattle numbers to 
moderately accumulate in producing areas, with a general curtail- 
ment in the over-all supply of beef. 

As to the extent of future black-market developments, that remains 
to be seen but with the prospective demand for beef, consumers in 
general, as in OPA days, will be inclined to get beef by hook or crook. 
In fact, during World War II, if black marketing had not developed 
and had beef not been generally upgraded, production would have 
been seriously curtailed for military needs. Such conditions en- 
abled many feed-lot operators to continue. Therefore, if present price 
controls are fully enforced, the beef supply situation will rapidly 
become extremely critical. 

With price control policies not yet announced for hogs and lambs, 
I can deal only in generalities, with the assumption that the an- 
nounced objective will be cheap meat for the consumer. Hog prices 
are very important in determining the hog-corn ratio, which prim- 
arily governs production. 

At this time farmers are formulating policies regarding fall pig 
production. Current hog prices make it unprofitable to convert corn 
into pork, consequently it is only logical to expect a downward trend 
in hog numbers. Sheep numbers were depleted by equitable price 
ceiling during OPA days, with the result that the industry was prac- 
tically sacrificed and now we are paying for the lack of wool, as well 
as lamb. 

Inasmuch as price control policies involve the parity concept for 
agricultural products, I would like to point out that the cattle and 
sheep industry has been put in a very embarrassing position. Con- 
sumers generally have been misled by the so-called parity position 
of cattle and lamb prices. The natural assumption is that such prices 
are unduly high, thus resulting in special benefits to such producers. 
I might explain that the data utilized by the Government in comput- 
ing parity for cattle and sheep are very erroneous. 

In the first place, the base period of 1909-14, for lambs and wool, 
represented a period of extreme liquidation. Since that time the 
sheep industry has been shifted largely to a lamb basis. Conse- 
quently there has been a general shift in the character of the product 
represented. A somewhat similar transition in the character of the 
product has also taken place in the case of cattle, thus average cattle 
prices have never been comparable with the base period. 

More recently this extreme error has been in part recognized, with 
an arbitrarily adjusted base period being utilized. This has been 
represented by the 10-year moving average, which is equally erroneous 
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because of a still further lack of representativeness in cattle, lamb, 
and wool prices during most of the past decade. 

Furthermore, the parity concept does not basically take into con- 
sideration variations in supply and demand. Its true measure is also 
greatly obscured during periods of price inflation and deflation. Any- 
one with any appreciable knowledge of the parity concept would know 
offhand that the indicated parity position for the cattle and sheep in- 
dustry is erroneous. I might add, however, that in the case of hogs 
price data have been maintained on a more comparable basis and that 
the original base period was reasonably representative. 

I might further add that the parity concept is no accurate measure 
of the position of any specific commodity ; in fact, it would be just as 
logical to calculate the parity position of agriculture as a whole on the 
basis of the cost or price of some single commodity purchased by 
farmers and stockmen. 

In conclusion, I trust that this committee appreciates the vicious 
cycle and the many inequalities created by price inflation and also 
appreciated the importance, and particularly the responsibility, of the 
Government in maintaining stability in the value of the dollar. As- 
suming such responsibility is a first logical basis of procedure for price 
control, such action should be considered the major safeguard to the 
welfare of this country as a whole. 

With the upward trend in price inflation, it can be only a matter of 
time until national confidence in the dollar will be lost. Such a situa- 
tion has been evidenced in many countries and the consequent uncon- 
trolled inflation has been devastating. With no serious effect mani- 
fested along this line, the futility of price controls on livestock and 
meats is without question. 

None of the responsibility for price inflation, as well as increased 
purchasing power on the part of meat consumers, can be attributed to 
the livestock and meat industry. The unfortunate situation under 
such conditions will be the final net effect on the meat consumer. With 
the probability of diminishing meat supplies, the consumer will in 
reality be forced to pay a higher net cost by receiving a lower grade 
product and having all of the inconvenience of trying to obtain this 
needed food product. 

The Cuarrman. Are there any questions ? 

Mr. GAmstie. I have a question, Mr. Chairman. 

The Cuarrman. Mr. Gamble. 

Mr. Gampsie. Mr. Conway, at the bottom of page 7 of your state- 
ment, you say: 

The urgent demand for desirable beef in producing areas will result in heavy 
calf slaughter and will tend to hold down cattle numbers at the expense of 
beef production. Under such conditions the net result would be for cattle 
numbers to moderately accumulate in producing areas. 

It seems to me that sort of contradicts itself in a way. 

Would you tell me just what you mean? I can understand if you 
slaughter a lot of calves you are not going to have as many steers as 
you would have at the end of another year and your poundage will 
be less. 

Mr. Conway. I do not know whether you remember what happened 
in OPA days, but it made it difficult to produce finished cattle. The 
controls at that time made it difficult to produce finished cattle in the 
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feed lots, so there was quite a demand for desirable quality beef, and 
we slaughtered cattle at a younger age. 

We went out there and bought those calves and slaughtered them at 
400 pounds or maybe 350 pounds, whereas ordinarily those would go 
into the feed lot and next year they would come back weighing a 
thousand pounds. 

Now instead of accumulating numbers greatly, we tend to slaughter 
a lot of the younger ones, but we will still be ac cumulating numbers, 
However, it will all be at the expense of beef production. 

Mr. Gamste. I understand that. But then you say: 

Under such conditions the net result would be for cattle numbers to moderately 
accumulate in producing areas. 

Do you mean slaughtered or alive? 

Mr. Conway. W ell, as your feeding is eliminated in the Corn Belt, 
there is a tendency to grow cattle. “We have got two forces there. 
One is to hold cattle, to grow. They will not go into the feed lots, 
but they will be growing. 

The other tendency is for the killers to go out there and pick off 
those calves and slaughter them. 

The net result of the two will be to tend to accumulate cattle in 
producing areas on a growing basis, at the expense of current beef 
a oduction. 

Mr. Gampie. When you say the “finished animal,” what is that? 
What average poundage? 

Mr. Conway. If it goes through the feed lot your calf will ordi- 
narily weigh around a thousand pounds, in 12 months. In other 
words, in the following late summer and fall, they will weigh about 
a thousand pounds. 

But if you slaughter them at 400 pounds, it is a pretty small quan- 
tity of beef. Your heifers will be slaughtered at maybe 350 pounds. 

Now if they grow those cattle, they will add on 150 to 200 pounds, 
but it takes another 2 years to get them up to anything like slaughter 
condition. 

In other words, we shift beef production over to a small basis, 
accumulating numbers 

Mr. Coir. To what basis? A slow basis? 

Mr. Conway. In other words, a slow production line. Instead of 
moving promptly through the feed lot, we hold them up and grow 
them up on the grass. 

Mr. Gamewe. That is all, Mr. Chairman. 

Mr. Mcurer. Mr. Chairman. 

The Cuatrman. Mr. Multer. 

Mr. Mvuurer. In other words, you contend, that with price control, 
the feeders will be eliminated from the business ? 

Mr. Conway. As it stands now, the feeding is very much 
discouraged. 

Mr. Muurer. They will practically go out of business en, and the 
livestock will go from the ranch, or the farm, to the packer ? 

Mr. Conway. The tendency will be to hold cattle where the grass is. 
Cattle that are moved into the Corn Belt will be finished on | rough- 
age—hay, pasture, silage—and it is just a delayed production line, 
with a shift to a lower grade product. 

Mr. Mvuvrer. Do I understand that one of the cures you suggest is 
that we go back to the gold standard and stabilize the dollar ? 
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Mr. Conway. Well, I hate to go into the monetary aspects—— 
Mr. Mutter. I just want to find out if that is your suggestion. 

Mr. Conway. Mr. Chairman, I would not go into any lengthy dis- 
sertation of that question. 

Mr. Muurer. Well, he said something here about stabilizing the 
dollar. I want to know if he means by that going back to the gold 
standard, 

Mr. Conway. Well, the gold standard has its faults but we have 
never gotten anything better than that, strictly speaking. 

Mr. Murer. In other words, you will agree that whether the dollar 
is a gold dollar or the dollar we have today, you are not going to get 
any more meat for it today? 

Mr. Conway. No. The point is it affects price. It does not affect 
meat, it affects price. What is the thing that is bothering us today. 

Mr. Meurer. Yes, the price is bothering us a lot today. I agree 
with you. 

Mr. Conway. As far as that is concerned, the producer is not par- 
ticularly pleased about it either. 

Mr. Mvurer. Mr. Conway, in your statement you gave us your con- 
clusions and you gave us no facts and figures, but I assume you did 
base your conclusions on facts and figures. 

Tell us where you got your facts and figures ? 

Mr. Conway. Well, frankly, I am a statistician, and I claim to 
know the livestock business. 

Mr. Mutter. Where did you get the facts and figures ? 

Mr. Conway. I could throw all kinds of figures at you. 

Mr. Muurer. Tell me where you got them from, those that you did 
use. Did you use the Department of Agriculture statistics or those 
vou have prepared yourself or some other association, and if so, what 
were they ? 

Mr. Conway. These price figures came from the Bureau of Labor 
Statistics, on meat, and the income figures came from the Department 
of Commerce. 

Mr, Mutter. What about the production figures, of how much cattle 
and How much meat and beef was produced Where did you get those 
figures ? 

Mr. Conway. I used the Government figures. 

Mr. Mutrer. Department of Agriculture ? 

Mr. Conway. Yes. 

Mr. Muurer. Well, then, permit me to suggest to you, sir, that your 
conclusions are not based upon those figures because as I have already 
indicated to the previous witness, during OPA days the production of 
meat and beef went up, during controls, ‘and down when controls went 
off, and up again when we imposed controls. 

Let me give you a further set of figures 

Mr. Conway. I would like to talk about that a little bit. 

Mr. Mutrer. Let me give you these figures and then I will let you 
talk about them. 

The last set of figures from the Department of Agriculture is as 
follows: 

Nineteen hundred and forty-three, cattle on the farm, 81 million 
head as against 76 million in 1942 and 71 million in 1941. It goes up 
to over 854 million in 1945. 















850 DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 

OPA goes off and out of existence, and they go down-to 82 million 
in 1946; in 1947, 81 million; 1948, 78 million; 1949, 78 million; 1950, 
back to 80 million; and in 1951, with controls on again, up to over 84 
million. 

Now will you tell me about that ? 

Mr. Conway. I am acquainted with the figures. 


Mr. Mutrer. How can you say, then, that OPA reduced the number 


of head of cattle, and controls reduced that number, when the facts 
and figures are just the contrary ? 

Mr. Conway. I just got through telling you that you can prove 
anything with figures. 

I would like to give you an explanation of why we had more meat 
during OPA days. 

Mr. Gamsir. Why we had more, do you say? 

Mr. Murer. We will be glad to hear it. 

Mr. Conway. In the first. place, we were starting on a cyclical up- 
swing in cattle production. 

Mr. Coir. When? 

Mr. Conway. This was beginning in the early forties. Cattle num- 
bers started up. 

We had built up the momentum, and during that same time—now 
do you want me to include hogs and lambs along with that ? 

Mr. Mutter. These figures are all cattle. 

Mr. Burrer. That means beef. 

Mr. Conway. All right, cattle. 

Then we went into a period where we began to get kind of short 
on beef, it was a little hard to get under allocations, and there was 
considerable concern about getting beef for military purposes. 

So there was a general scare put over the country, to get rid of 
cattle. The producers started in to marketing cows. So we culled 
herds, and we sent in breeding stock, and as the breeding stock was 
slaughtered, we stopped production. Production didn’t ‘show up in 
those figures until the OPA was practically over. 

In other words 

Mr. Mvucrer. That is when they dropped off. 

Mr. Conway. In other words, the reduced production showed up 
in your numbers, beginning with late OPA and continued on down 

Mr. Munrer. You are not follow’ ing the figures, sir. 

Early OPA is 1943; is that right? 

Mr. Conway. That is right. 

Mr. Mvuvrer. You have got an increase of 5 million, to 81 million. 

Mr. Conway. We had an increase before that, too. 

Mr. Mutrer. Yes, sir; in 1941 an increase from 71 million to 76 
million in 1942;7in 1943, it increases by 5 million; in 1944, it increased 
by 4 million. 

In 1945, it increased by only a few hundred thousand. 

And in 1946, it drops off and continues to drop off until 1950, when 
it goes back up again—1945 is the highest it has ever been. 

Mr. Conway. Well, you will find that your reduced production— 
that is in numbers, inventories numbers—didn’t show up right until 
at the latter part of OPA. 

Mr. Mvtrer. Thank you, sir. 

Mr. Paut. Now, your cattle feeding was curbed considerably during 
that time. 
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The Cuarrman. Mr. Bolling. 

Mr. Botirne. Toward the bottom of page 5 of your statement, Mr. 
Conway, you say, “Retail meat prices advanced approximately 10 per- 
cent, which maintained for the consumer considerably more than the 
average purchasing power on a dollar-for-dollar basis. 

That is a comparison between the 12-percent rise in the personal 
income and a 10-percent rise in retail meat. prices. 

That is correct, is it not? 

Mr. Conway. No. 

Mr. Boututna. That is not correct? It is not a comparison ? 

Mr. Conway. No; in other words, the purchasing power of the 
consumer’s income was high back there in June of last year, and about 
7 percent above the 1935-39 average, and that high purchasing power 
was still maintained in March. 

In other words, during the past 12 months, the factory worker’s 
income has had a purchasing power, in terms of meat prices about 7 
to 8 percent above normal, based on what would be considered normal. 

Mr. Bouirne. Are you still saying this is not a comparison, although 
it is in your statement ? 

Mr. Conway. It is here, but it doesn’t refer specifically to those 
two figures. 

Mr. Botuina. Well, these are the figures you used. 

Mr. Conway. Your 12 percent is not—that is the income, there, that 
is the personal income, and then.we refer more specifically there to 
factory worker income, weekly income, which increased 9 percent. 

Retail prices advanced 10 percent, but still we maintained above av- 
erage purchasing power, for meat. 

Mr. Botirnc. Mr. Conway, maybe I don’t understand you or you 
don’t understand me. I am reading the language which is in your 
statement, and which you read, which appears to me to be a com- 
parison. 

Mr. Conway. Well, I said purchasing power. You have to be a 
little specific. 

Mr. Bourne. You said personal income: 

The net effect of this was a general step-up in personal income for the country 
as a whole, which was approximately at an annual rate of $241 billion in March 
as compared with $215 billion last June, an increase of 12 percent. During this 
period average weekly income of factory workers was increased by approximately 
9 percent. 

These are your words, not mine. Is is or is it not a comparison ? 

Mr. Conway. Do you want me to go through that and explain it? 

Mr. Botuinxea. Not the whole thing, sir. 

Mr. Conway. I am showing you what takes place. In the first 
place your commodity price level represents inflation, it went up 17 
percent. 

And we had increased employment, and we had higher payrolls, so 
consumer, personal income, jumped 12 percent. 

Now, getting down and eliminating your increased employment and 
getting down to weekly income of the factcory worker, that went up 
9 percent. 

And to convert that more into purchasing power, we compare it 
with the 10 percent advance in meat prices, which was still consider- 
ably above average. 
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Mr. Boruc. In other words, it is a comparison ? 

You have repeated the statement. You are comparing 12 to 10. 

Mr. Conway. But you have to know what I am talking about, I 
think. 

Mr. Botirnc. I think your language is clear in the first place. 

Now, the order, as I understand it, affects beef. I would like to 
take a look at the retail prices of beef which are covered by these 
OPS regulations. heanaitines to the BLS, beef prices, retail, average 
from many cities, in June of 1950, roundsteak was 97.5, in March of 
1951, roundsteak was 1.11, an increase of 14 percent. 

Rib roast, June of 1950, 76.1; March 1951, 83.7, an increase of 10 
percent. 

Chuck roast, 63.0, in June of 1950; March of 1951, 73.2, an increase 
of 16 percent. 

Hamburger, 56.1, in June; in March of 1951, 66.9, an increase of 
19 percent. 

It seems to me if we average those figures out according to the 
weights the BLS assigns to each category, it would come out with an 
increase in beef of 14 percent. 

If we look at the cheaper kinds of beef—and I submit a great many 
people are just buying those today—we come out with 1714 percent. 
And factory workers wages only increased 9 percent as you said. 

Mr. Conway. Well, Iam using the same figures, only I gave it to you 
for all meat, which was 10 percent, beef and veal, the increase, 14.7, 
the increase for pork was 3 percent—that is the smallest—and your 
increase for lamb was 4.6 percent. 

Mr. Botirne. What items are affected by this OPS order? Which 
ones of those items? 

Mr. Conway. Well, we have had ceilings on beef. We haven’t 
had ceilings on pork and lamb yet. 

Mr. Bourne. That is right, and that is why I think it is pertinent 
to point out the difference between the increase in beef rises rather 
than the increase on over-all meat prices. 

Mr. Conway. Well, the consumer buys meat, and he consumes an 
equal quantity of pork and beef. Those compete. 

Mr. Botirne. Well, I think it is reasonably well established that 
the consumer’ likes beef. 

Mr. Conway. He may buy pork. It’s darn cheap. 

Mr. Borirnc. And you are submitting then that the best thing to 
do is to let people go completely out of the beef market unless they 
have a certain kind of income. 

Mr. Conway. If they can’t afford beef, buy pork; pork is cheap. 

Mr. Botirne. In other words, the trickle-down theory is applied 
to meat. 

Mr. Conway. Well, if they are paying a high price for low-grade 
beef, I don’t see why pork wouldn’t be preferable. 

Mr. Botirne. I don’t either, to be frank with you; but consumer 
preference, I think, is an important thing here, and I doubt very seri- 
ously if you can develop a valid argument against allowing the Amer- 
ican people to have an opportunity to buy things at a really competi- 
tive price. 

Mr. Conway. Well, he certainly wants that opportunity. 

Mr. Botirne. I didn’t hear that. 





DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 853 


Mr. Conway. The consumer certainly wants that opportunity. 

Mr. BotirNe. That is all. 

Mr. Mutter (presiding). Mr. Talle. 

Mr. Tate. I have no questions. 

Mr. Motrer. Mr. McDonough. 

Mr. McDonoven. I have no questions. 

Mr. Mutrer. Mr. Cole. 

Mr. Core. Mr. Conway, I think you have made an excellent state- 
ment on your position in this case. 

We do have this one thing, though, which is facing us: Rather 
an interesting thing is occurring here today, and has been occurring 
during these heari ings. 

This price-contr ol law was put on the books by this side of the aisle, 
by the Republican side of the aisle. 

Mr. Mutrer. Of course, we won’t get into argument. It is suffi- 
cient to say we don’t agree. 

Mr. Corr. The Democr atic side of the aisle voted against it. 

In other words, it is our baby, and we have a concern, covering two 
points. 

The first is that the law is proper—that it will work. That is the 
first point. 

Secondly, that it be fair and just. 

Now, some of us happen to believe, as you apparently believe, that 
if the controls which Mr. Wolcott has called indirect controls had 
been placed in effect, when the President had the opportunity to do 
so, the inflationary spiral would not have continued upward. 

We further believe that meat has followed the inflationary spiral, 
and as you say here, you, as a cattle producer, have had nothing to 
do with the control of that inflationary spiral. That you are caught 
in that inflationary spiral. 

Now, if that is true, then, and if it is true that there appears to be 
no evidence on the part of the administration that there will be a 
curtailment of the supply of money and a reduction of the inflationary 
spiral, then the question becomes, what are we to do in the future with 
reference to this bill. Are we to cast the bill out entirely and allow 
the administration to continue its pouring of untold printed money 
into the market and allow the inflationary spiral to continue ? 

Or shall we do the best job we can and give them price control ? 

That is the enigma which I face. I am not a farmer. I am not 
acityman. I am not a union man. 

I think if anything, I am a consumer, and I stand between all of 
these people. What I want to do is to see that the people of America 
have a fair chance, have a fair balanced, stabilized economy, and I am 
trying in the best way I can to come to that conclusion. 

Now, where do we stand on that 4 

Mr. Conway. Well, I will try to indicate here my convictions, and 
I consider they are sound. 

Mr. Coxe. I do too, on the basis of the indirect controls. 

Mr. Conway. I am concerned as much as anybody here, about the 
consumer. 

Now, the livestock industry can take losses. They can work out. 
But what I am concerned with, in the long run, is with regard to the 
consumers, and I don’t believe, in trying ‘to curb the end results. I 
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like to look at the causes. As I have indicated here there are only two 
things to consider. One is to prevent further price inflation, and 
the other is to pay as we go. We are in a war rearmament program, 
with increased income, increased employment, increased payrolls, and 
the only thing we can do is to pay as we go, and maybe encourage the 
consumer to save money, but he is going to have more purchasing 
power, rather than less, the way we are going, and he is going to have 
less meat to buy. I know that for sure, because I have lived through 
OPA days, I have spent a lifetime in analyzing these things, and I 
consider that I know what is going on in the livestock industry and 
what will happen. 

Now that doesn’t fully answer your question. 

Mr. Cote. Now there isn’t a full answer to it. I don’t think anybody 
‘an answer it. I was pointing out for the record what problem many 
of us in Congress are facing. 

Let me continue just once more to lay the background again, which 
I have with other witnesses. 

I voted for price control during the war because I felt it was the 
thing to do to keep the economy stable. 

After the war I voted against it and vigorously fought against it 
because I felt that in a peacetime economy we should do away with 
controls. 

So you see, I have been on both sides of this fence. 

Now here Iam again. I have got to determine whether or not price 
controls will work, and I have got to determine in an atmosphere 
where I believe that the administration has no desire whatsoever to 
control cheap money. 

Now there I am, and where am I going? 

Mr. Conway. Well, you are whipped. 

Mr. Corr. I have got a vote to make, and I have got to satisfy my 
conscience that I am doing the right thing. 

Mr. Conway. Well, I tried to satisfy my conscience when I pre- 
pared this, and it is prepared in all sincerity and honesty. I could 
throw all kinds of figures at you, but I am not going to do it. 

Mr. Coir. No; I don’t care about that. 

One other thing, is there not a distinction between the number of 
cattle produced, the number of cattle on the farm, and the number of 
cattle slaughtered, and the amount of poundage of meat which reaches 
the consumer ¢ 

You implied it a moment ago, when you said that cattle were not 
finished off, that they were slaughtered prior to finishing. 

By that, do you mean that the numbers of cattle do not necessarily 
determine the number of pounds of meat which finally arrive in the 
hands of the consumer ¢ 

Mr. Conway. Strictly speaking, from year to year, the number of 
‘attle don’t mean anything in beef production at all. Much of it 
moves through the feed lot, and we add tremendous tonnage. 

And as it goes through the feed lot it is a more rapid turn-over. 

If cattle numbers can accumulate, you will have less beef, because 
they are growing. They make them stay out there and grow for even 
as much as 3 or 4 years. 

Whereas, ordinarily, they would move into the feed lot, the one 
year and be slaughtered the next year. 
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Mr. Core. That is what you mean when you say that the normal 
marketing process should continue because, once you interrupt it, you 
curtail the poundage which reaches the consumer. 

Mr. Conway. That is the most serious thing, with these controls. 
It is the disruption of beef production. It is a change in the over-all 
method of production, and we can go right along and add numbers, 
but we will have less beef. 

Mr. Cotx. That is all, thank you. 

Mr. Muurer. Mr. Buffett. 

Mr. Burrerr. Mr. Conway, I want to develop a little information 
here, because I can see we need it. 

I have been fairly close to the livestock industry, and I want to ask 
you about this kind of a situation. 

* Suppose I have eight milk cows, and from them I get eight calves. 
Maybe one of them dies and I want to keep a couple for dairy cattle. 
Then I have got five calves. 

I can take those calves at the end of 6 months, or 9 months, and put 
them in a feed lot and build up finished beef cattle in what—12 months 
or 18 months? To build them up to 900 or a thousand pounds. 

Mr. Conway. Well, you started out with milk cows, didn’t you? 

Mr. Burrerr. Well, Herefords. 

Mr. Conway. Well, we have got to say that they are beef animals. 
It would be a little better. 

Mr. Burrerr. Certainly. 

Mr. Conway. Well, your calves are born and by fall, ordinarily, 
they would weigh about 400 pounds. Say they are born in the spring. 
If you keep them over on a growing basis it would add in the next 
year 200 to 250 pounds. By the following fall they would weigh 650 
pounds. 

If you keep them another year, that would bring it up to 900 pounds. 

Mr. Burrerr. That would be at the end of 3 years. 

Mr. Conway. That would be still on the farm. It would still be 
what we call a feeder animal. It would be just a fleshy feeder. To 
get that animal fat you would have to carry it over on grass another 
year. 

It would be old enough then that it would get fat on grass. 

By that time you would have an animal that would weigh better 
than a thousand pounds which would be ready for slaughter. 

Mr. Muurer. Mr. Buffett, at what point did that animal go to the 
feeder’s Jot ? 

Mr. Burrerr. It hasn’t gone there at all yet. 

Mr. Conway. It can go to the feeder at 400 pounds, 650 pounds, or 
900 pounds. 

Mr. Burrerr. The point I am trying to bring out is this: If he 
leaves that calf on grass, it takes 314 years to get up to 1,000 or 900 
pounds; is that right ? 

Mr. Conway. Yes, sir. 

Mr. Burrerr. If he puts in the feed lot at 400 pounds. 

Mr. Conway. By the next ordinarily 10 to 12 months, it will weigh 
a thousand pounds. 

Mr. Burrerr. In one way you get an animal weighing a thousand 
pounds in 18 months and the other way it takes 314 years. That is 
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what you are talking about when you say the cattle can accumulate 
on the farm. 

Mr. Conway. You have got a slower turn-over, a lower beef pro- 
duction, and it tends to accumulate cattle numbers. 

Now, if they want beef bad enough, as I tried to indicate once before, 
that slaughter er may come out and try to buy that 400-pound calf 
and slaughter it. 

Mr. Borrert. Getting back to my five calves, the farmer has the 
choice, all along the route, of either letting that e: alf run in the pasture 
for 314 years or he can put it in the feed lot—which the ordinary 
farmer has, though a lot of farmers don’t have—and it is put on full 
feed, and he gets a 1,000-pound steer in 18 months. 

Mr. Conway. That is right. That makes a big difference to the 
beef tonnage. 

Mr: Burrerr. In other wor ds, you get beef in a hurry one way and 
you get it slow the other way. 

Mr. Conway. You see, the industry is set up primarily now on a 
cow-and-calf basis. In other words, it is an annual-production prop- 
osition. You get the cow herd, that produces the calf, that under 
normal conditions goes into the feed lot in the fall. 

Mr. Cotx. What is your conclusion ¢ 

Mr. Burrerr. My point is this: That, if you discourage putting the 

‘alves into the feed lot, the average farmer or a lot of farmers are 
going to say, “Well, I will just let these cattle stay in the pasture be- 
cause that is a less expensive feeding method,” rather than putting it 
in the feed lot. 

Mr. Conway. That is correct. 

Mr. Burrerr. He has no cash outlay for food, as he does when he 
puts it in the feed lot. 

Mr. Conway. We call it a low-cost-gain basis. 

Mr. Burrerr. And if they would go to that production basis gen- 
erally within the next few months, it would cut down the meat supply, 
in the next 12 months, very, very materially ; isn’t that correct ? 

Mr. Conway. Yes, sir; very materially the next year, and even to a 
certain extent, yet this year, because we have got quite a few calves that 
were taken out last fall, roughed through the winter, that can either 
go on full grain now or can be grown on pasture this year. 

Mr. McDonoven. Mr, Chairman. 

Mr. Murrer. Mr. McKinnon has asked to ask a question first, Mr. 
McDonough. 

Mr. McKinnon. I would like to follow along the line Mr. Buffett 
developed, to get some general information, if 1 may, free of charge, 
here from an expert. 

When you move a steer into a feed lot, you usually do that around 
about the 650-pound or 700-pound average ¢ 

Mr. Conway. No; you see, now we are moving a lot of calves in at 
400 pounds. 

Mr. McKtnnon. What does it normally cost per pound to add a 
pound of weight to a steer? 

Mr. Conway. Well that varies. At present feed prices it will cost 
you between 25 and 30 cents. 

Mr. McKinnon. 25 and 30 cents a pound ? 

Mr. Conway. Yes, sir. 
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Mr. McKinnon. What is the cattle selling for today, in the market, 
in the last day or two? 

Mr. Conway. Now you have to keep in mind that that is the pretty 
heavy roughage, and it takes you 12 months. That is the only way that 
feeders have been able to get by with these high feeder costs. That is 
the reason they took out a lot of calves last fall, because it is a lower 
cost again. 

Mr. McKinnon. You said a few minutes ago it took 12 months to 
put 400 pounds on the steer ? 

Mr. Conway. That is right. 

Mr. McKinnon. And it costs 25 or 30 cents a pound / 

Mr. Conway. From 25 to 30. 

Mr. McKinnon. And what is the cattle selling for today / 

Mr. Conway. Well, the question is: What will those cattle sell for ? 

Mr. McKinnon. Yes. 

Mr. Conway. Well, they may sell for a little more than that. 

Mr. McKinnon. How much more? 

Mr. Conway. But you have to take into consideration what they 
paid for that 400-pound calf too. 

Mr. McKinnon. But what does cattle sell in the market for today ? 
What is the price of this type of cattle, that is, 18 months old, born 
last fall a year ago. 

Mr. Conway. Right now they are selling around 33 or 34 cents. 

Mr. McKinnon. What is a satisfactor y margin of profit on a steer 
that is 18 months old, say, that is brought up to 1,000 or 900 pounds? 

Mr. Conway. We don’t have any standards for that. When the 

cattle feeder goes in, he hopes to make a profit and, if he can make 
$15 a steer or $20, he is pretty lucky. 

Now he may have a loss but sometimes he might make more than 
that, but it is highly speculative, and if he gets paid for his feed, with 
all of his costs, and if he can get $15 per head, he is doing pretty well. 

Mr. McKinnon. What does a 700- pound feeder sell for, say, at 
Kansas City ? 

Mr. Conway. What weight ? 

Mr. McKinnon. About a 700-pound feeder. 

Mr. Conway. Well, you don’t mean—you are starting in on an- 
other type of animal now. 

Mr. McKinnon. You are starting in with this original steer that 
you are going to fatten ¢ 

Mr. Conway. Well, you bought him last fall, or you may buy him 
this fall. 

Mr. McKinnon. Yes. 

Mr. Conway. And that animal costes around 35 cents, some of them 
cost as high as 40 cents. 

Mr. McKinnon. A pound? 

Mr. Conway. Yes. 

Mr. McKinnon. That would be around $200, wouldn't it? 

Mr. Conway. Yes. 

Mr. McKinnon. Now last December or last November, with cattle- 
men getting satisfactory margin of profit 

Mr. Conway. Well, they were getting by fairly well. 

Mr. McKinnon. Were they making $15 a head on the average ? 

Mr. Conway. I couldn’t say. We don’t have any average. I would 
say most of them got by reasonably well. 
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Mr. McKinnon. They made about $15? 
Mr. Conway. Well, I don’t have anything. 

Mr. McKinnon. Of course you told us you were an expert in this 
business, so I imagine you would know what the figures were last 
December. 

Mr. Conway. No, no; this is a big country. There are all kinds of 
conditions. We don’t know that. All we know is whether they are 
getting into losses or whether they are doing fairly well. 

Mr. McKinnon. There is no such thing as an expert, then, is there, 
in this business, if you don’t have an answer to that ¢ 

Mr. Conway. Well we know what is going on, but we don’t have 
it nailed down that specifically. 

Mr. McKinnon. Well did they make $15 or better a head of cattle 
last fall? 

Mr. Conway. Well you must remember those cattle were bought a 
year before that, too. 

Mr. McKinnon. I am talking about last December or November. 
Did they make $15 a head on the average, or didn’t they ? 

Mr. Conway. I don’t know. 

Mr. McKinnon. I thought you knew your business. 

I am finished, Mr. Chairman. 

Mr. Conway. Well don’t kid me about that. 

Mr. McDonoven. Mr. Chairman. 

Mr. Murer. Mr. McDonough. 

Mr. McDonovenu. Mr. Conway, you are familiar with parity, are 
you not? 

Mr. Conway. Well, I know a little about it. 

Mr. McDonovueu. Well now, according to the last order of the Office 
of Price Stabilization, and the thing that the meat industry is com- 
plaining about, your price cannot be more than 125 percent of parity, 
or 25 percent above parity. Isn’t that the way the order has been 
issued? Do you understand it ? 

Mr. Conway. No; I don’t understand it that way. 

Mr. McDonoveu. How do you understand it ? 

Mr. Conway. I thought the minimum ceiling had to be parity, or 
something like that, or not below parity. 

Mr. Core. It can’t be under parity. 

Mr. McDonoven. It can’t be under 125 percent of parity. 

Mr. Mvtrer. Do you mean in the proposed bill ? 

Mr. McDonoven. Yes. 

Mr. Muurer. It can’t be less than parity. 

Mr. McDonoveu. And in the order the Administrator said that the 
present price of beef was 152-percent of parity. 

Mr. Mutter. No; the price is 152 percent of parity, or 52 percent 

over parity. 

Mr. McDonoven. All right. 

Mr. Muurer. When we fixed the roll-back order, at that moment, 
the price was 152 percent of parity. 

Mr. McDonoveu. Now the question I want to ask you, sir, is this: 
Is 152 percent of parity a fair cost basis for the production of cattle? 
Mr. Conway. There is no relationship between parity and costs. 

Mr. McDonovucn. There isn’t ? 

Mr. Conway. I don’t know how familiar you are with the parity 

concept, but there is no relation between the two. 
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Mr. McDonovaeu. Well, after all, parity is based on costs. 
Mr. Conway. Parity doesn’t have anything to with cost. 
Mr. McDonovex. Why not? . 

Mr. Conway. It is based on the purchasing power of the dollar, the 
exchange value of the farmer’s dollar for commodities that the farmer 
buys, including taxes and wages. 

Mr. McDonovugu. Well, we are all using the same kind of dollars, 
whether they are worth anything or not. 

Mr. Conway. But that has nothing to do with costs, strictly speak- 
ing. . 
Mr. Murer. Mr. McDonough, as Secretary Brannan pointed out, 
when I questioned him, you have provisions in this same law which 
would permit you to take into account, or requires you to take into 
account in arriving at the ceiling, not only parity, but any increase 
in costs, and any increase due to hazards and the like. 

Mr. Core. Well, I hope they do. That is the whole contest. 

Mr. Mutter. I asked that very question, and he said putting in 
this provision making parity the minimum ceiling would not affect 
the other provisions requiring the Administrator to take into account 
increased costs in fixing prices. 

Mr. Corr. If I may say so, Mr. Chairman, that is one of fhe big 
issues of the roll-back, and if they use that, it makes a great deal of 
difference in the contest, so far as roll-back is concerned. 

Mr. McDonoven. Am I to understand that parity varies in various 
localities in the United States, even from one State to another ? 

Mr. Conway. Technically, it should, but 

Mr. McDonoven. It doesn’t? 

Mr. Conway. It has never been broken down that much. 

Mr. McDonovuceu. Well then, do you believe that the parity set by 
the Department of Agriculture is a fair basis for the production of 
cattle ? 

Mr. Conway. Well, parity on cattle, as well as lambs and wool, is 
not correct in any sense. 

Mr. McDonovuen. Is what? Not correct ? 

Mr. Conway. It is not correctly computed. 

Mr. Mutrer. You said also on lambs and wool? 

Mr. Conway. Yes. 

Mr. Mutrer. Did you say beef ? 

Mr. McDonoveu. Including beef. 

Mr. Conway. Well, of course, you don’t have parity for beef. You 
have it for live cattle. 

Mr. McDonouen. I didn’t understand that. 

Mr. Conway. We don’t ordinarily compute parity for beef; it is 
for live cattle. 

Mr. McDonovuen. Well, I mean for live cattle. Is the parity for 
live cattle a fair basis on which to judge the cost of production ? 

Mr. Conway. You see those things are very misleading. Your 
parity—your price of wool today is, or was, for April 15, 200 percent 
of parity. The price of lambs, about 157. Cattle, as I remember, 
152. Veal calves, about 157. 

Mr. McDonoven. All right. Now, what does that mean in rela- 
tion to the cost of production of those commodities ? 

Mr. Conway. It doesn’t mean anything. That don’t mean any- 
thing at. all. 
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Mr. McDonoven. Is it your opinion that on account of the roll- 

back, that we will obtain less beef, and less meat of all kinds, agri- 
cultural meat, for the market ? 

Mr. Conway. We will get: less beef, and I don’t know what will 
happen—in fact, they haven’t got the roll-backs on pork and lambs 
yet—but in the case of cattle we will get less beef, considerably less. 

Mr. McDonoven. And do you think that the deficiency, or the lesser 
beef that we will obtain, will be because of the long feeding period, or 
the short feeding period ¢ 

Mr. Conway. It is because of the long feeding. It is a shifting of 
beef production from a feed lot to a growing basis. 

Mr. McDonoveu. In other words, the beef producers, if this roll- 
back is put into effect, will put their cattle on the range and will not 
bring them into the feed lots? 

Mr. Conway. Right now the roll-back 

Mr. McDonoven. Now wait, I would like to get an answer directly 
on that question. Is that what you mean? That the beef producer 
will put his beef on the range for fattening instead of bringing it into 
the feed loth for fattening ¢ 

Mr. Conway. He will hold it on the range; yes, sir. 

Mr. McDonoven. He will hold it on the range? 

Mr. Conway. Yes, sir. . 

Mr. McDonoven. And if you don’t put the roll-back into effect, 
he will bring it into the feed lot and produce more meat than he 
would otherwise. 

Mr. Conway. Yes; but I should make a little added statement to 
that : It is not all roll-back, it is the spread, or the price relationship 
between the different grades. 

You see, they are set to penalize the finished cattle. That is in addi- 
tion to the roll-back. 

In other words, cattle on feed right now, that would ordinarily be 
finished out this fall, will be shifted over to pasture; and they may be 
finished out next winter or some time next year. : 

Mr. McDonovcn. What percentage of the available meat will that 
affect / 

Mr. Conway. It is a pretty high percentage. Practically two- 
thirds of our beef supply comes through some form of feed lot. 
And consequently it would affect at least a third of the beef supply, 
and the net result in curtailment, it would be pretty hard to say. 
But it would tend to reduce it. : 

Mr. McDonoveu. That is all, Mr. Chairman. 

Mr. Murer. Mr. Conway, just one thing, and then I think we can 
let you go. Weare sorry to have kept you so long. 

You say we should ignore the parity concept; is that correct ? 

Mr. Conway. Maybe I better put it this way: The parity concept 
is erroneous and should not be a guide to price-control policies. 

Mr. Mvtrer. Is the farmer making a profit on his cattle today, 
when he sells it / ; 

Mr. Conway. Well, today it is a lot different to what it may have 
been a few weeks ago. ; 

Mr. Muurer. Was he making a profit a few weeks ago? 

Mr. Conway. Some cattle will make a profit today and others will 
show a tremendous loss. E 
Mr. Murer. Was he making a profit a few weeks ago? 
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Mr. Conway. Cattle that were finished at that time, that have come 
to market, have shown fair profits. 

Mr. Mutrer. If the livestock breeder is allowed to make a profit, 
under price controls, he would have no objection to continuing to raise 
livestock, would he? 

Mr. Conway. If he can make a profit ? 

Mr. Mutter. Yes. 

Mr. Conway. Well, he is governed by his feed limitations. 

Mr. Mutter. But you take that into account to determine his profit, 
don’t you? 

Mr. Conway. And he is governed by the type of cattle he will have 
to produce to make a profit. 

Mr. Muurer. And you take that into account. If he can see he is 
going to make a profit he is going to continue to produce, isn’t he? 

Mr. Conway. Sure. 

Mr. Mutrer. And the same with the feeder. He will continue to 
buy cattle and feed them if he can see he is going to make a profit / 

Mr. Conway. But he will operate according to circumstances. 

Mr. Mutter. Taking all the circumstances into account, if he can 
see himself making a profit he is going to continue to stay in that 
business, isn’t he? 

Mr. Conway. I would say so. 

Mr. Muurer. The same for the packer? If he can see a profit, he 
is going to stay in business ? 

Mr. Conway. He has got to operate. 

Mr. Mvutrer. And the same with the wholesaler and the retailer; 
is that right? 

Mr. Conway. I would say, on general principles, yes. 

Mr. Muurer. The point I am making is if under price control they 
all can make a profit, your fear and the fear of some of the other 
people in the industry that there is going to be a dropping off of pro- 
duction and a falling off in quantity of meat just doesn’t withstand 
analysis? 

Mr. Conway. Well, you have missed the point, then, that I have been 
trying to make. I am not talking about profit; I am talking about 
production limitations. 

In other words, if he cannot put corn into cattle, he is not going 
to finish cattle. He will just grow them. He will put roughage into 
them, and instead of getting beef this year, you will get it next year, 
or 2 years down the road. That is something entirely different from 
profit. 

A cattleman can figure faster than anybody that I know of, and he 
will adjust his operations to circumstances. 

Mr. Mutrer. Well, I am willing to go by his judgment, too, and 
when he increases production under controls—that was during 
World War II—and increases production now in the face of con- 
trols, and not knowing what kind of controls this Congress may or 
may not impose, I am willing to go by his judgment that he has 
taken the right kind of a gamble that we are going to continue to get 
enough meat, with price controls, that will give a fair return. 

Mr. McDonoven. Well, the only point that I got from Mr. Conway’s 
testimony in my question was that he said that under controls, the 
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beef grower would put his cattle on the range rather than bring him 
to the feed lot. 

If he puts it on the range, it is going to take 6 months or a year 
longer to bring it to market, and when it comes to market it isn’t as 
good beef as if he brought it into the feed lots when it was a yearling. 
Is that right ? 

Mr. Conway. That is right. 

Mr. Motrer. But if he can get a higher profit by feeding one way 
as against the other, that is the ws ay he is going to handle it. And 
the experience has been that by producing more beef and heavier 
cattle, he gets his best price and biggest profit; that is what he is 
going todo. That is what happened during OPA and that is what is 
happening now unless I can’t read the figures. 

Mr. Conway. Well, I don’t think you understand the figures. 

Mr. Mutter. I may not understand the figures, but I know the dif- 
ference between a low price and a high price and I can see the difference 
between paying $6.56 in 1939 to a farmer for a hundred pounds of 
beef cattle, and paying him in 1950 $19.70, and paying him in April 
of 1951, $30.20, and I say that he is making a good profit and he is 
satisfied and happy about it. And I don’t begrudge it to him. I can 
read the figures that way, and the figures I have seen show that that 
is What is happening to the man who breeds the livestock, the man who 
is feeding it, the man who has the feeder lot, the packer, the whole- 
saler, and the retailer. 

If somebody can show me figures to the contrary, I would be very 
happy to see them and I will change my opinion. 

Mr. Coxz. Let me say this for t the record. Remember, Mr. Multer, 
that there is a distinction between just lumping cattle, as cattle, and 
livestock as livestock. There are grades, there are weights, and there 
are seasons. And there are means of feeding. 

Some producers of livestock can, and have, and will, make a profit. 
Some producers of livestock have not, and will not make a profit. 

The question is not so much a matter of profit, it is largely a question 
of the production of meat for the consumers of America. It is a 
question of whether you are going to get less meat or more meat, and 
not a question of less profit or more e profit. 

It is a question of how much poundage the producers of livestock 
will present to the consumers. That is just my interpretation. 

Mr. Muurer. All the figures that were put in the record, and I have 
a set of them in front of me, all show that same trend. Increased 
price to each of the people handling it, from the beginning to the end, 
and increase of poundage. 

Mr. Core. All right. I just say that if you read this record, plus 
the record of the following witnesses who will show you these prices 
and costs, you will see quite : a difference. 

Lam learning a little bit about the livestock business. 

Mr. Conway. The point is we will wake up, about next summer and 
fall, and we will wonder where the meat has gone. The consumer 
will wonder here he is going to get it. 

Mr. Mutter. I remember being told that in 1941 and 1942 and it 
didn’t happen. 

Mr. Conway. Well, it happened in the late OPA days. The con- 
sumer stood in line, he had to get it by black market, and he was 
lucky to get any meat at all. 





DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 863 


Mr. Mutter. And there was no reason for the black market because 
there was more meat being produced at that time than at any time 
during OPA days up to that time. 

Mr. Conway. In fact, if we hadn’t had the black market and hadn't 
had the upgrading in beef, the producer would have been put out of 
business promptly during that time. 

Mr. MUuTer. f ant go along with you, with your conclusion that 
some 600,000 breeders of live cattle—in your organization—is that 
right ? 

Mr. Conway. About halfa million. 

Mr. Mutter. Well, I can’t agree with you that they are not as 
patriotic as the rest of the citizens in this country and are not going 
to cooperate and do a job for us. I think they are going to do as 
good a job as anybody else. 

Mr. Conway. It is not a matter of patriotism. It isa matter of being 
able to produce. 

Mr. Mutrer. I think they are able to and I think they are going to 
cooperate and produce. 

Mr. Cote. Mr. Multer, again, that isn’t the interpretation or the 
implication of this witness’ statement. 

You are not asking your manufacturers; you are not asking your 
wage earners, in your city, to produce at less profit. 

Mr. Motrer. And we don’t expect anyone else to produce at less 
profit either. I think every witness who has been brought in on behalf 
of the Government has said., “We want to see them make a profit. 
We are not going to do anything to put them out of business.” I think 
we understand that we can go forward together. 

Thank you, Mr. Conway. 

The committee will stand adjourned until 10 o’clock tomorrow morn- 
ing. 

(Whereupon, at 6:05 p. m., the committee adjourned, to reconvene 
at 10 a.m., Wednesday, May 23, 1951.) 
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WEDNESDAY, MAY 23, 1951 











Houset or REPRESENTATIVES, 
CoMMITTEE ON BANKING AND CURRENCY, 
q Washington, D.C. 
4 The committee met at 10 a. m., Hon. Brent Spence, chairman, 
' presiding. 
: Members present: Messrs. Spence, Brown, Patman, Multer, Deane, 
McKinnon, Addonizio, Dollinger, Bolling, Fugate, Kluczynski, Wol- 
cott, Talle, Kilburn, Cole, Hull, Scott, Nicholson, Buffett, and Betts. 
The CHarRMAN. The committee will be in order. 
The clerk will call the first witness. 
Mr. Hauuanan. The first witness will be Mr. Loren C. Bambert, 
president of the American Cattlemen’s Association. 
(No response.) 
Mr. Hauuanan. Mr. Pickett, of the Kansas Livestock Association. 
The CuHarrMan. Come forward, Mr. Pickett. Identify yourself 
and proceed. 


STATEMENT OF A. G. PICKETT, SECRETARY, KANSAS LIVESTOCK 
ASSOCIATION, TOPEKA, KANS. 



















Mr. Picxrerr. Mr. Chairman, and members of the committee, my 
name is A. G. Pickett, of the Kansas Livestock Association, secretary. 

I have a report this morning on factual material and figures with 
regard to the production of cattle. 

Factors affecting the cost of producing beef are numerous and 
' varied. It is impossible for anyone to give a definite figure. If, 
however, we knew the location and type of operation we can list cost 
: items involved, apply probable local prices or values, and determine 
d what cost figure we may expect. 

q First, a few production cost items. 

1. Feed: Feed production requires large investments in land, 
labor, and equipment. Even after we have determined feed require- 
ments and cost, it is necessary to consider rate of gain. ‘Two pro- 
ducers may each have a feed cost of 70 cents per day per steer but 
due to his ability as a feeder and manager one may get 24 pounds 
; gain a day making his cost 32 cents, while the other man gets only 
4 146 pounds gain per day making his cost 46% cents per pound. 

3 2. Feeder or replacement cattle cost: For the producer who pur- 
chases his feeders, cost is a major item. 

3. Area or location: This involves both type and size of production. 

4 4. Age of cattle: Young cattle make more efficient use of feed, but 

require more attention and care. They also require a long fattening 

period. 
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5. Type of cattle and feed used. 
6. Season or time of year. 
In Kansas late summer and early fall feeding before the new corn 

crop is mature calls for carrying corn over 1 year and feeding during the 

busy fall season when it would be easier to leave cattle on grass for 2 or 

3 months. This early feeding puts grain-fed cattle on the market in 

November and December when the supply is short and they command 

a premium price. OPS makes no provision for normal seasonal price 

trends and thus eliminates the incentive for such feeding. Distribu- 

tion of the consumers’ meat supply suffers. 
We could list many other cost items and in addition there is always 

a great risk factor. Unusual weather conditions such as drought, 

storms, blizzards, and floods may cause death loss or a reduction in 

growth and grain. Disease may also cause unusually heavy losses. 









TYPICAL BEEF PRODUCTION PROGRAMS IN KANSAS 


Kansas is one of the leading cattle States in the Nation, ranking 
from third to sixth in total numbers of cattle on farms. 

Types of operations followed are varied due to land and farming 
condition. In the West and Southwest we have a short grass or 12 
months grazing proposition, as well as fall and winter wheat pasture. 
In the East Central is the blue stem or long-grass area used principally 
for summer grazing. Northeast Kansas is a corn-producing area 
where grain feeding is practiced. Throughout the State we find 
thousands of farms producing a small number of cattle. 

At this point we want to show that the great volume, and steady 
flow of cattle to market comes from small farm producers. The 1945 
agricultural census shows that out of 141,192 farms in the State, 
103,034 farms sold cattle and calves alive. The annual sale was 
2,020,401 head or an average sale per farm of 19.6 cattle. 

Following are actual examples of Kansas producers. Cost figures 
are conservative and can be substantiated. Labor and management 
or special equipment costs are not included. 






















COW HERD PRODUCING FEEDER CALVES 





Cost of keeping a beef cow herd on central and eastern Kansas 
farms where it is necessary to confine and feed these herds in fields 
or lots during a 6-month winter feeding period: 


Winter feed requirements and cost 
Silage, 4 tons at $7_. EE Se, SRG NR Oe 8 ie int pte OD er SEND ALE SIRES $28. 00 










Alfalfa hay, % ton at $20. - Ae RRA SS Pe GE Om AY Selg gele oOP dS eH RY SR PeRR MNES ENE 15. 00 
Interest, $250 at 5 percent... .....--- pcan Sbaiaic ahs Webius aicaeee we 12. 50 
Possible death loss______ ~~ : 2 = : er nies 2 ie 6. 00 
apes wer vane O0ie.. exe Ri dean staph en aS eek oes 6. 00 
Veterinarian cost______-_. Go wea hee leo see te cae ge ee 1. 00 
TPOR06 ck ie ee oes Phe) as or! Tie Breas eeee earn a is Sets oy See ea 2. 80 


Summer pasture. Sucaliece is 







Cost per cow per year 


Labor, cow replacement, and herd management cost have not been 
considered. 

If we assume a 90-percent calf crop each calf will cost $112.55 at 
weaning time. If the calf weighs 400 pounds—some will be heavier 


CLO nrvenwenmarTc te TIV SAFATTSCVR rar A wr LAA TOV ATIAALA CT aT , a ne + 
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and others will be lighter—it will mean a cost of $28.13 per hundred 
to produce. 

We have heard a lot about the fact that the man who was in the 
business ahead of the freeze was all right. So I am using, in most 
cases, examples of typical, recommended operation, that were a 
year-round operation and were started at the usual, normal time. 


KANSAS DEFERRED SYSTEM OF FULL FEEDING CALVES 


This is an actual example of a man who purchased steer calves last 
November and is handling them on a program that has for years 
proven to be the most economical system of producing beef using a 
maximum of roughage and a minimum of grain. 

Steer calf weight 350 pounds, at 33 cents____-_.-----.--------------- $115. 00 
165 days, winter cost: 
225 nee. gain: 
$12. 75 
6. 00 


eee uae Ds amet 5. 00 
Grain - elite wes ocr ad arg) A RES ac oa 15. 00 


100 days, summer cost: Pasture stias ne 
100 pounds gain: Full feed costs: 
120 days, corn 15 pounds at 3 cents___------------------ 
216 pounds gain: 
Protein 1.5 pounds at 5 cents. _-_------.----------- 
Hay 7.0 pounds at 1 cent 
Miscellaneous, salt, mineral, etc 
Cost daily. per steer 
‘wunes 120 GRYS.. 4 i-- 5 oo Stes 
Miscellaneous costs: 
Probable death loss- - - - - -- - gels Va SEAS ot ae eee 
Interest 
Marketing cost... - - 


Total cost to market 


Pounds 

Total gain oe Aiea 541 
Calf weight ise 350 
891 


$261.10 divided by 891 pounds is $29.30 per Sassoon iadis, cost to 
market. Assuming steers grade Good, they will bring approximately 
28 cents at Kansas City market under OPS ceiling price. Loss, 
$11.58 per head. 

Sell off grass, weight 675 pounds; cost, $184.25 or 27.30 cents per 
pound. Would not grade better than Commercial or qualify for 24 
cents under OPS ceilings. Loss 3 cents per pound, or $20.25 per head. 


AGED STEERS FATTENED ON GRASS 


This is a case of a merchant with a small business in town who 
owns his grassland in the blue stem or Flint Hills area. 

It has been his practice for several years to purchase steers in the 
Southwest for May 1 delivery. He purchases steers with sufficient 
age and weight to get fat on grass, and they go for slaughter without 
grain feeding. 
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Steers now on grass 


Watent: 0.050. "Peres O0e timing B30... oi ea ee $327. 36 d 
Breieht and feed tn ‘teahet iso a Las Se 7. 00 5 
EC ae. ART RLS GET RR Te Ce Re ME TY CARE RES Ps Me ON Ly PN AUS ey RET 20. 00 2 
MIDs, 5 h:sns dicts bicaieervaicavianion iis oscchdiniheahtapaeeaeeid aaa nd Veena sepia nc ntintiemaiataa ables an 4. 50 3 
OE RU A ee rn ig ot conan: 1. 50 Es 
RS IG gia Se LU gh SN A Set ely An Us ciple 5. 50 s 

Deer Se me ern i Ee eee Maen eT Urea Tek eHeee raat Cres a 365. 86 “ 


These steers will be marketed as they get fat. The producer’s 
records show that on comparable cattle over a period of years, he 
can expect a gain of 170 pounds per head. 

992 plus 170 equals 1,162 market weight; 365.86 divided by 1,162 
equals $31.48, necessary to break even. 

Past experience has shown that these cattle may be expected to 
grade 25 percent Good and 75 percent Commercial. This program 
calls for selling before October 1. Therefore, approximate average 
maximum OPS would be about $26.50, showing a $5 per hundred 
loss or 1,162 times $5 equals $58.10 per head loss. 





SS ieee ie phar 





Yearling steers wintered and grazed 













Weight 588 pounds at $32 f. o. b., Amarilla, Tex., cost__.......__---- $188. 16 
Prenat, Gee 1 WANG ec Se oe EN ee ae Sere 5. 00 a 
Winter feed bill, hay and protein on pasture (no charge for grass) - - _ _- 34. 72 : 
RRTINOE ANON: ec Se cue ee eRe ein eee ee 20. 00 S 
WOMOR Ku tiedisn = bee be nok oc cows eeak cele ee eee ee 3. 50 : 
OT ORS TE ae See ee eee a ae eer plas LCN Men pain enh Tere asi ape 10. 00 

RUNNIN So Se eS ee ee ae Ss Seer) Paha 4. 50 


RANI 2 oc tees ut ie es Se 


WORM MONG ico ieee eek: Bens we te bddcc buh eee Soles 


Pounds 







IGE ED a a ee es a oF A Se i cies 125 
SUR RAE TOY WENSIR SE BARRON ee ee eos ee 200 
CS Se GR ee, PRE OR, ee ae SP eee eee: as LOST MS Nee ee ee eee 588 















co RR RESIS: nat RUPE [ihe eg IOS AN 2A fh aE Mp CE png og ee) Ro 
$271.38 divided 913 equals $29.72 necessary selling price per 
hundred to pay feed and cash costs, exclusive of labor. Will be 
grazed a full season and sell after October 1. Not more than 20 or 25 
percent will grade Good. Balance Commercial. Maximum OPS 
ceiling would be approximately $25 per hundred, causing a loss of 
$4.72 per hundred. 913 times $4.72 is $43.09 loss per head off grass. 
Information furnished by Jos. Slattery, cashier, Merchants National 
Bank, Topeka. 





YEARLINGS PURCHASED MARCH 1 AFTER JANUARY PRICE FREEZE 





This is a case of a young man in Kansas who had some rough feed, 
and grass and borrowed money to buy cattle to convert his feed to 
beef: 


ra 
re 
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Purchased March 1, 21 yearling steers, weight 670 pounds at 
$38.20 per hundredweight delivered at farm: 
a Ne ae Se Be ee ee $255. 27 
Feed to May 1: 
MEE a ako ee ee ee 
1 Te MSRCE SN oot Sica aie garde gv hoe OT gM CLG ey ee ee 












SSRN RE 9.7 GE POE SSS ae ae 
Miscellaneous costs: 
ONIN Rg ae i sy ak 


4 TTS ESE, OS OR eT ea cea De® Co ret AP a 5. 00 
| 15. 97 













Estimated gain during March and April, one pound per day or 60 







4 pounds; and grass gain of 200 pounds or total of 260 pounds gain. 
J 670 plus 260 is 930 pounds weight off grass. $300.24 divided by 930 





pounds is $32.28, necessary price to break even. 

Without any grain, the best these cattle could grade would be 
# Commercial. The OPS ceiling, as we figure, would be approximately 
$24 October 1, and this shows a loss of approximately $8.25 per hun- 
dred. 930 pounds times $8.25 per hundred is a $76.73 loss per head if 
sold under OPS ceiling prices. 

A short grain feed of about 60 days of grass should put these steers 
in the Good grade and would entitle them to bring about $28 per 
hundredweight. 


Daily ration: 








Cents 








RR a es ce re Nn ere he alas ss em or Spay Rieti area ey ee, 
Hay and other roughage___- TEE pa 











CANIM ASU AOI NEN asd ca) aca ale cs cS sr en cole ee Saat cal 

71.3 cents times 60 days equals $42.78, feed cost per steer. Assume 
a 2-pound daily gain—60 times 2 is 120 pounds gain, plus 930, which 
equals 1,050 pounds final weight. 


On RE I i ow mene $300. 24 
Mi Os eo oo SARS ES eae ae Satin eee 


ge, MUR CORae cet eR pe eres aM 7a) Se SY gt ta CSc eee ae ee 343. 02 


$343.02 divided by 1,050 equals $32.66, necessary price per pound 
to break even. Assuming that all carcass would grade Good when 
slaughtered, the OPS price would be about $28 per hundredweight, or 
show a loss of $4.66 per hundredweight. 1,050 times $4.66 would be 
a $48.93 loss per head. Such a loss would be disastrous to a young 
man just starting who had borrowed the money to buy these cattle. 

We have assumed that all cattle would grade Good which is a 
little optimistic. There undoubtedly will be a few other miscellaneous 
expenses, and we have not allowed anything for labor. If the grader 
put these cattle in a lower grade, which is a possibility, his loss would 
be almost doubled. 

Many cattle purchased last fall at around 30 cents per pound will 
lose a little money next fall. 

All figures and gains assume at least a normal season. A drought, 
forced sales and other situations could arise that would make the 
picture even worse. The producer under this OPS program has no 
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— on cost or floor under losses, but his possible return is definitely 
imited. 

Note: Cost of gain in feed lot, $35.65 per hundredweight. 

These examples definitely show that ceiling prices set by the OPS 
are below cost of production. Secretary Brannan in his report to 
the House Committee on Agriculture, Thursday, May 17, 1951, in 
table 16 shows that the cost of 100 pounds, gain on short fed yearlings 
is $32.12, but the ceiling price on U.S. Good cattle, after October 1 
roll-back at Kansas City, would be only about $28.25. The estimated 
ceiling price on choice steers is only about $30.75 at Kansas City and 
short fed yearlings will certainly not average a choice grade, but the 
Secretary’s report shows costs at $32.12. Production will surely be 
reduced if prices are below cost of production. 

Next, as to parity. 

The OPS continues to quote cattle as being 152 percent of parity 
and have frequently used this figure in attempting to justify the 
recent roll-back of cattle priees 19 percent by October 1. Such a 
position does not give the true picture and is very misleading. It 
has caused many uninformed people to say, “If cattle are 152 percent 
of parity and parity is a fair figure, why can’t the producer feed cattle 
profitably under this 19 percent roll-back’’? 

This 152 percent is an average figure and it would be just as fair 
to say the average cost of an automobile is $2,500, therefore General 
Motors should be able to sell a $5,500 Cadillac for $2,500 and make a 
profit. 

There are several classes and grades of cattle and to mean anything, 
parity must be calculated on a grade basis. 


Parity by grades 





December 1950 October 1951 





Parity Average Percent of é Sb OPS price, Below 
| equivalent | price parity eo estimated | parity 





























| 

PRs ca tee cece aaneecéne 33. 48 36. 12 108 37. 21 33. 54 3. 67 
EEE RE SIT ee ee: 28. 80 32. 89 114 | 32. 24 30. 75 1.49 
Good and Commercial. _-_-_.__- 24. 30 29. 71 122 26. 67 26. 07 . 60 
SL RETR IIE SERS eI ene ete 19. 98 25. 10 126 21. 49 18. 43 3. 06 
Cutters and Canners--- _-._--- 10. 80 18. 00 BPR EGER 5 AES ee eee bs SH Ee ee 
RRS Satine 17. 82 26. 48 |G Sa SER RET FLSA Seas 
Poeter een. ccc. 19. 98 28. 37 142 









In other words, taking a flat average, parity for cattle penalizes the 
man producing good beef, and it is perfectly ridiculous to base a pro- 
gram on that sort of a proposition. 

U.S. beef grades were changed December 29, 1950, and the table 
shows these changes. The old medium grade was split into Good and 
Commercial, and we have used average figures. 

The December table is the last one available showing parity by 
grade. We have used April parity of $19.90 and used BAE grade 
factors to calculate parity equivalent or what the price should be 
October 1 to make these prices up to parity. 

Please note that the OPS estimated ceiling is lower than parity for 
all four grades of slaughter steers. It was assumed that parity would 
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not increase from April 15 to October 1. Any increase in parity would 
of course increase the parity equivalent price. 

It is my understanding that the Defense Production Act states 
that agriculture prices shall not be controlled at a figure lower than 
parity. 

Mr. DiSalle has also stated that cattle prices have risen 12 percent 
since the January freeze. BAE reports show that the five grades of 
slaughter steers at Chicago, for the high week since January, were 
only an average of 5.8 percent higher than the week ending January 25. 

Next I want to say a word about live cattle ceiling prices. These 
packer compliance prices based on compulsory Government grading 
in the carcass are misleading to the producer, are unjust and will cause 
heavy losses to producers. 

For example, OPS requires a spread of 4.41 between Good and Com- 
mercial and $5.44 between Commercial and Utility. The decision of 
a grader can change the value of a 1,000-pound steer $54.40 based on 
Kansas City prices. Packer buyers, knowing they must comply with 
these grade prices, naturally will try to buy with a margin of safety. 

Setting up livestock prices with a $5.44 spread between grades is 
unrealistic and unfair. Practical cattlemen know that one grade 
shades into the lower or higher grade and there is no definite break. 
Under normal conditions buyers trade on 25 cents and 50 cents per 
hundred and at times even use nickles and dimes. 

Now we find a Government agency arbitrarily saying you must 
have a $5.44 spread. The difference in value does not exist and thou- 
sands of cattle falling in this ‘‘no price zone’”’ will, of course, take the 
lower price and suffer a loss. 

Under such a plan many producers will receive prices well below 
their true ceiling value. 

So, in summary, our position is: 

1. Meat is not high compared to wages. Government figures show 
that 1 hour’s pay today will buy more than most any time in the past. 

2. Present indicated roll-back will put slaughter steers below parity 
and cause losses to producers. 

3. Consumers will not benefit but if we can remember OPA days 
they will suffer as much or more in the long run than the producer. 
Consumers should remember it is their food supply that will suffer. 

4. Controls are inflationary. It is deception to lead people to 
believe controls are needed to stop inflation. 

5. Production will be lowered by this control program. 

For these reasons (1) we oppose controls and ask that article IV 
dealing with prices and wages of the Defense Production Act not be 
reenacted; (2) Kansas grass-fed cattle start moving to market the 
last of June. 

Unless this roll-back is immediately rescinded producers will suffer 
heavy losses. 

The CuarrMan. Mr. Multer, do you have a question? 

Mr. Mu rer. Yes, Mr. Chairman. Mr. Pickett, do you raise any 
livestock yourself? 

Mr. Pickett. I have a partnership in a small operation. 

Mr. Mutrer. Is your operation losing any money? 

Mr. Pickett. I haven’t lost any yet because I haven’t sold any 
cattle. 
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Mr. Mutrer. Have you lost any money in the last 10 years of your 
operation? 

Mr. Pickett. Yes, sir; I have. 

Mr. Mutter. In which years did you lose any money? 

Mr. Picxerr. I do not recall. 

Mr. Mutter. You don’t recall in what year you lost money? 

Mr. Picxerr. No. I think everyone in the cattle business knows 
that the last few years have been comparatively profitable for beef 
cattle producers, largely because your price hes been on the upgrade 
all the time. When you get in a series of years when your price is 
going up, it is all right. 

Mr. Mutter. Your losses were so small during the last 10 vears 
if there were any, that you can’t remember what they were, or in 
what year you had any losses? 

Mr. Pickxerr. Well sir, I don’t suppose a year goes by but what 
some producers lose some money. 

Mr. Mutrer. I am talking about your operation. There isn’t 
any enterprise in the country where sometime during a year somebody 
doesn’t go broke. 

Mr. Pickerr. That is right. 

Mr. Mutter. That doesn’t mean that the industry is losing money 
or that the industry generally is not enjoying prosperous times. 

Mr. Prexerr. I think that is right, sir. 

Mr. Mutter. You have given us examples here of some people 
who may lose money under this freeze, if your figures are correct and 
your estimates are right as to what it is going to cost to produce the 
livestock up to the point of marketing it, and if it is sold at the price 
that you have given us. 

I would like to know whether that is generally true of the entire 
industry, or did you just pick out what you thought was typical? 

Mr. Pickerr. Congressman, I picked out, as I said, examples of 
the program. I did not try to pick out the ones that started later or 
bought at high prices. 

The cow herd example I gave, a man, of course, in that type of 
business, if you reduce his selling price, what you mean is you reduce 
his income and he just gets less money for what he produces. 

The man who purchases the replacement of course must pay that 
replacement price as well as the feed. 

Mr. Mutrer. What you mean when you say he stands to lose 
money is he will lose some of the profit that he would otherwise earn 
under an uncontrolled market. 

Mr. Pickerr. Well, yes, he would get mare under an uncontrolled 
market. These are actual losses he would suffer under this program. 

Mr. Mutrer. Generally speaking, your thesis is that if you had 
an uncontrolled market you would make greater profits than you are 
making now? 

Mr. Pickert. I have showed that under this plan they would make 
actual losses. 

Mr. Mutrer. Yes; the few instances you gave show that those 
people would suffer actual losses. 

Mr. Pickett. Yes, sir. 

Mr. Mutter. Did you hear Mr. Paul’s testimony yesterday? 

Mr. Pickett. No, sir; I wasn’t here. 
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Mr. Mutter. Well, he said that the losses would be losses of ex- 
pected profits that they would otherwise make if they were in an un- 
controlled market. 

Mr. Picxerr. Well, I might refer you to the example I have given, 
as to one of the highly recommended programs in Kansas, the Kansas 
deferred system of full feeding, on page 4 of my statement. 

I think that is as fair an example as you can find of what this will 
do. 

We have shown that the price will be approximately $1.30 a hun- 
dred; the cost, less than his sale price. 

Well, of course, that man, assuming he has his grass—and this man 
does—he raises silage and a lot of his feed, and he has to buy quite a 
bit of his grain. 

Under these figures, he will, of course, get less return for the feed and 
grass which he raises and pr oduces on his own place. 

Mr. Mutter. Did you or anybody on behalf of that gentleman 
present these figures to the OPS? 

Mr. Prcxerr. I didn’t have an opportunity to, sir. 

Mr. Mutter. How long have you known about this order of the 
Office of Price Stabilization as it affects your industry? 

Mr. Pickerr. About the 5th day of May, or something like that. 

Mr. Mutrer. And when did you get the information that you have 
in your statement, presented here today? 

Mr. Pickert. I worked this up about 2 weeks ago. It could not 
have been worked up until after the order was issued because I used 
the estimated roll-back prices. 

Mr. Mutter. You knew the order was coming, didn’t you? 

Mr. Picxerr. No, sir. 

Mr. Moutrer. Didn’t you know an order was coming from the Office 
of Price Stabilization affecting your industry? 

Mr. Picxerr. Congressman, we were told by several people in so 
many words that there wouldn’t be any roll-back, or substantial roll- 
back, 1 believe the word was. 

Mr. Muurer. When they told you there would be no substantial 
roll-back, they put you on notice that there might be some roll-back 
didn’t they? 

Mr. Pickett. I think that was the statement made, ‘“‘No substan- 
tial roll-back.”’ 

Mr. Mutter. Well that put you on notice that somebody was 
contemplating a roll-back. 

The fact of the matter is your industry has not presented any 
figures to the Office of Price Stabilization on this subject before or 
since the order was issued; isn’t that so? 

Mr. Picxert. We were not asked to, Congressman. 

Mr. Mutter. I suppose you missed all the newspaper items quot- 
ing Mr. DiSalle saying he invited all industries to come in and give 
him any facts and figures affecting their industries, and which might 
affect any order he might issue. 

You didn’t notice any such news items, and if there were any they 
weren’t called to your attention? 

Mr. Picxert. I don’t recall any; no. 

Mr. Mutter. Did you attend the more-meat conference in Wash- 
ington, about 2 weeks ago, called by your industry? 

83473—51—pt. 215 
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Mr. Picxert. I did. 
Mr. Mutter. Did you hear Mr. Cooley and me challenge your 
industry to present the facts and figures to Mr. DiSalle’s office? 

Mr. Picker. I did shortly afterward. 

Mr. Mutter. Did you present to Mr. DiSalle’s office the figures? 

Mr. Pickerr. We were not asked to present any figures to Mr. 
DiSalle’s office. 

Mr. Mutrer. Did you hear me make the statement there that 
night that Mr. DiSalle’s office would be glad to have you submit any 
facts and figures you had which might cause him to change his mind 
or show that there were any losses being foisted upon the industry 
by his orders? 

Mr. Pickerr. Mr. Congressman, as a matter of fact, I left Kansas 
about the time this order came out, and, to be truthful, we baven’t 
had a chance yet. We didn’t know what the roll-back was, and I 
stated previously that it was pretty hard to get up these figures until 
we had the roll-back information and were in a position to figure them. 

Mr. Mutter. The fact of the matter is you and your industry 
want no controls of any kind whatsoever. That is your position, is 
it not? 

Mr. Pickerr. Our position is that we need no controls, and that 
they will hinder the industry and the consumer, in the long run, we 
know, if we can judge from OPA days, will be the loser. 

Mr. Moutrer. And in line with your thought that there should be 
no controls at all, your industry does not intend to cooperate with 
any of these agencies to help them put in an effective system of 
controls. 

Mr. Picxerr. Mr. Congressman, we merely are trying to show the 
facts as we see them, and I| think it is up to Congress to determine 
what the law shall be, and what we have. 

Mr. Bouuina. Will you yield, Mr. Multer? 

Mr. Mutter. Yes. 

Mr. Bouurnea. In other words, Mr. Pickett, you are saying that 
despite the fact that the law as of right now is being administered in 
the way it is, you don’t intend to cooperate with the administrators 
of this present law but intend rather to bring about the repeal of the 
law? 

Mr. Core. I don’t think that is a fair question. There is no such 
implication in his testimony. 

Mr. Bouurna. There is every implication of it. 

Mr. Coie. No; there isn’t. 

Mr. Pickett. If I may, Mr. Chairman, as I said when I came up 
here, I presented figures and facts, and our position. We are not im- 
plying anything. We will of course have to go along with what the 
Congress decides the program shall be. 

We have tried to present facts and figures, and these are the facts 
and figures. 

I might say, for your information, that I was in charge of the beef- 
cattle experimental work in Kansas for a few years. We fed out as 
many as 400 head of cattle, kept accurate records on feed require- 
ments, gains, grades, and I think I know something about the cost of 
feeding cattle. I have also quoted the Secretary’s figures on cost of 
production. 
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Mr. Mutrer. But you don’t want to tell any of that story to the 
agencies set up under existing law? 

Mr. Pickett. I didn’t get your question. 

Mr. Mutter. But you don’t want to tell any of that story to the 
agencies set up under existing law? You don’t want to give the benefit 
of that experience and those facts that you have acquired to the agency 
set up under existing law to administer the program? 

Mr. Picxerr. We were not asked to, Mr. Congressman. 

Mr. Mutter. Don’t you know that the agency has been set up 
under law that was passed by the Congress and signed by the Pres- 
ident last September? 

Mr. Pickert. Yes, sir. 

Mr. Mutter. Is that the position of your industry, that you are 
going to sit back and wait for these agencies to send for you and ask 
you to come in and tell them the story instead of going in and telling 
them your story and cooperating? 

Mr. Picxerr. Mr. Congressman, I believe we had a session in 
Chicago, in January, sometime, and tried to get in touch with Mr. 
DiSalle to arrange a meeting. We did not at that time, but there was 
a group of four or five cattlemen that came back here and met with 
Mr. DiSalle. I was not on that committee. 

Mr. Mutrer. | think that vou also make the point, as several other 
members of your industry do, that this parity formula is all wrong, or 
erroneous, if not all wrong? 

Mr. Pickett. I think it is obvious that if you have a product with 
as much variation in quality from the top prime steer down to a 
canner cow, and all grades and fractions of grades between the top 
and bottom, to put on a flat, across-the-board, average figure, is 
ridiculous. 

It certainly isn’t fair to the industry. 

Mr. Mutter. Does your industry have any difficulty in grading 
cattle or in grading the carcass or the meat after the carcass has 
been carved up? 

Mr. Picxert. The grading of cattle, both on hoof and in the carcass, 
is certainly not an exact science, and some of the best graders will vary 
as much as a full grade in what the carcass should grade. We have 
actual examples of where two graders graded the same carcasses and 
were a grade off on many of them. 

That is not being critical of graders, because it is a matter of weigh- 
ing this and that factor, and a lot of things, and it isn’t an exact 
science. You can’t expect two human beings to grade them the same. 

Mr. Mutter. Having that degree of error or fallibility in mind 
your industry has been able to get along and operate, and to do so 
profitably, has it not? 

Mr. Picxerr. Mr. Congressman, under normal marketing, the 
processor asks for the grading of carcasses—the ones he wants graded. 
There is not compulsory grading. He grades the ones he wants 
graded. The others he does not grade. 

If there is a certain trade that requires a Government stamp, he 
grades enough beef to satisfy that trade. 

Mr. Mutter. Assuming that controls are going to stay with us for 
a while anyway, and that, as part of those controls, we are going to 
have price controls, and as a part of price controls, we are going to 
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have price controls in your industry, have you any suggestion as to 
how the Office of Price Stabilization should grade the product and set 
the ceilings? 

Mr. Picxerr. From my experience in the livestock and meat busi- 
ness I don’t think it is possible to administer the program. I think 
they have an impossible task to start with. 

I wouldn’t know how to set up regulations to fairly administer a 
job that we sincerely believe cannot be done. 

It was not done the other time, certainly. 

Mr. Mutrer. You would object to these controls, particularly the 
price controls, in your industry, even if the formula set up by the 
Office of Price Stabilization guaranteed you a profit, would you not? 

Mr. Picxerr. I claim to know a little about producing beef and I 
don’t believe anyone could set up a figure that would guarantee a 
profit. 1 don’t think we would want to do that. 

I think I have shown you how many variabies affect the produc- 
tion of cattle, production of beef, and production of all livestock, for 
that matter. 

When the price is such that the demand for beef—or when there 
is a demand for beef, the price will increase. If it goes down, it will 
go down. 

As I have pointed out, there are thousands of smali farm operators 
who have a higher cost of operation, and when the price goes down, 
they will be forced out. 

Mr. Mutrer. Does the price go up or down as the supply goes up 
or down? 

Mr. Picxerr. The price would go up or down as the public is 
willing to buy meat. Of course that is a very simple law of economics. 

Mr. Murer. The only controls that you think that your industry 
should be subjected to are controls by consumers who refuse to buy 
or cannot buy, either because they refuse to or cannot pay the price 
demanded by your industry? 

Mr. Picker. I believe, Mr. Congressman, that the consumers 
have definitely demonstrated that they like beef and want beef, and 
have laid the money on the line and bought because they wanted it 
and because they had the money to spend for it. 

The consumer, I would like to remind you, is the man who sets the 
price on the beef. The producer has nothing to say about that 
whatever. 

Mr. Mutter. Assuming that the Office of Price Stabilization 
were looking for some standard as to cost of livestock, in order to 
gauge what the price should be, what year and what price would you 
take as the standard? 

Mr. Picxerr. I would not be in a position to answer that question. 

Mr. Muvrer. You and your partner, in your own operation, know 
how to guage your operation in order to be sure you are going to make a 
profit, don’t you? 

Mr. Picxerr. I don’t believe it is possible for anyone in the 
production of livestock to be able to assure himself a profit. 

Mr. Murer. Well, if you weren’t sure, you were fairly certain, 
taking all the usual risks of business in mind. If you weren’t fairly 
certain you were going to make a profit you wouldn’t stay in the 
business, would you? 





ROSS Orig Nae eos 










NRE 











DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 877 






Mr. Picxerr. Mr. Congressman, I believe you understand that a 





e man out here has land, he has grassland, and he has a substantial 
a investment in a plant—that is what it is. 
k Mr. Mutter. And you put that investment in the plant because 
; you expect to make money, and not because you want to be charitable 
a E about it or just buy some land, isn’t that so? 
Mr. Pickerr. I think if I were to be right truthful, Congressman, 
I became interested in that because I was raised on a cattle farm in 
e Chase County, Kans. I love the business, and I think most people 
e get into that business because they like it. They know it is hazardous, 
° but they like it. 
I Mr. Mutrer. But knowing it is hazardous and liking it, and being 
a in the business you were brought up in and know, you stay in it 
because you want to make a profit? 
bs Mr. Pickerr. We hope to make a profit. We hope to make a living 
r at least. : 
Mr. Mutrer. You have done so for 10 years. You have made a 
Q profit and a living for 10 years, haven’t you? 





] a Mr. Pickxerr. There have been some years, as I said, when we 
didn’t make any money. 

Mr. Mutter. But by and large you have prospered pretty well, 
haven’t you, you and your partner in your venture? 

Mr. Pickerr. The last 10 years has made a little profit; yes, sir. I 
think a man is entitled to some profit. 

Mr. Mutter. That is right. I am not critical of that. I think 
that is why we are all here in this country, because we enjoy being 
here and because we get the opportunity to make more than just a 
4 bare living. 

; # Mr. Picxerr. That is certainly right. 

2 Mr. Mutrer. We have an opportunity to make a profit, set a few 
: dollars by, and be able to bring up our families in a little better way 
| 2 than we were brought up. 

S Mr. Pickxerr. That is certainly true. 

Mr. Muurer. And that is why you stay in that business, with 


ms 


we 











4 your partner? 

4 Mr. Pickett. Yes, sir. 

: Mr. Mutter. Surely with that background, you know how to gauge 
4 your price, and what is a fair price? 

} Mr. Picker. I am afraid I couldn’t. 

2 Mr. Mutter. You couldn’t? 
| Well maybe your partner should have been the witness and we 
j might have been able to get the answers. 

4 I yield back the witness——— 

4 Mr. Tauur. Mr. Chairman. 


The Cuatrman. I would like to say that we have nine witnesses to 
hear today. I think every member has a right to cross examine a 
witness, but I hope the questions will be relevant and material and 
germane, and that they will not attempt to settle fundamental differ- 
ences between the witnesses and the members, because we can’t do 
that, and I hope we will proceed as fast as we can. Otherwise some 
of these people are not going to get an opportunity to testify. 

Dr. Talle. 

Mr. Tatie. Thank you, Mr. Chairman. 
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The economic system under which we have been operating since 
1789 is called the American free enterprise sy stem, isn’t it? 

Mr. Picxert. I believe that is right. 

Mr. Tatie. Another name for it is the profit-and-loss system? 

Mr. Picxerr. That is correct. 

Mr. Tate. I think it is true that too many people talk about 
profits, and they forget that the person who engages in business may 
also make a loss? 

Mr. Picxerr. That is right. 

Mr. Tauue. Or incur a loss, I think is a better way of putting it. 

Now there are a good many hazards in cattle raising, are there not, 
Mr. Pickett? 

Mr. Picxert. I believe, Mr. Congressman, I have tried to point 
that out, that there are a great many hazards and certain variables 
and costs which are uncertain, and which you cannot predict or 
foresee. . 

Mr. Tatix. Somebody who has never raised a calf to adulthood, or 
never had any part in furnishing a mother for the calf, may not under- 
stand the problems of people who are engaged in the livestock busi- 
ness. Is that not true? 

Mr. Pickert. Yes, sir; I have seen summers in Kansas, when cattle 
didn’t get a pound, when they came off lighter the 1st of October than 
they went on the Ist of May. Of course if they did that very much 
we couldn’t stand it. But that is a possibility. 

Mr. Tatue. There are a good many hazards in cattle raising, just 
as there are a good many hazards in all farming? 

Mr. Picxert. That is right. 

Mr. Tautie. And now you are face to face with a new hazard, 
aren’t you? 

Mr. Picxerr. We certainly think it is a hazard. 

Mr. Tatty. Your own Government is imposing restrictions on you 
which you fear may hamper your business, isn’t that right? 

Mr. Picxerr. Well it would not completely destroy the business, 
but it would cause what I might term reentrenchment in the cattle 
business, because as I pointed out, the man with a pasture and grass, 
most of that feed has no value unless it is consumed by livestock, 
and beef cattle are about the only type that can consume it and turn 
it to food for human consumption. 

So what we will have to do will be to reorganize a little. This 
grass is going to be consumed—most of it. Of course we have seen 
years when most of it lay idle. 

But I will say, if you will pardon the personal reference, that we 
have a few vearlings, which normally we full-feed and market. 

If this continues, we will consider, and no doubt, will carry most 
of these cattle through another winter, because we can produce beef 
a little cheaper with grass, but when we do that, we definitely lower 
the potential production. 

A little grain at the proper time, in producing beef, steps up tonnage 
very rapidly. That is the way we get good beef and get it fast. 

But the grass man, the man with the grass, he will just have to hold 
them back, carry them a little longer, get more of this cheaper gain, 
and lower his costs in order to sell if the price is too low. 

Mr. Tate. Very clearly, this is a new hazard in your business? 
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Mr. Picxerr. Yes; this is one we can see. We don’t have to guess 
at this one. 

Mr. Tauue. That is right. And you certainly have a right to come 
here and point out the nature of the hazard, and I want to say, for 
myself, that you are entitled to a respectful hearing. Thank you. 

‘The Cuarrman. I think all of them are entitled to a respectful 
hearing, Dr. Talle. I think we have tried to give all the representa- 
tives of the industry who have appeared here a respectful hearing. 

I don’t think we can say that they haven’t had an opportunity to 
be heard, or that they haven’t had a respectful hearing. 

Mr. Tauuie. They haven’t complained, Mr. Chairman. 

Mr. Picxerr. We have been treated very fine, and we appreciate it. 

The Cuarrman. I intend to see that they are treated with absolute 
fairness. Mr. Brown. 

Mr. Brown. I will pass. 

The CuHatrmMan. Mr. Deane. 

Mr. Deane. Thank you, Mr. Chairman. 

Mr. Pickett, you are the secretary of your organization, the Kansas 
Livestock Association? 

Mr. Pickett. Yes, sir. 

Mr. Deane. How many members are there in your organization? 

Mr. Pickxerr. About 3,000 members. 

Mr. Deane. Three thousand members? 

Mr. Pickett. Yes, sir. 

Mr. Deane. Are they all producers? 

Mr. Picxert. Yes; I would say the members of our association are 
all livestock producers. 

Mr. Deane. Big producers? 

Mr. Pickett. No; beef producers. We have a great many small 
farmers. 

Mr. Deane. Is your statement based upon your individual opera- 
tion? 

Mr. Picxerr. No, sir. 

Mr. Deane. Are any of these particular figures your own personal 
operation figures? 

Mr. Picxert. No, sir. 

Mr. Deane. How did you assemble these facts? 

Mr. Picxerr. These figures are from personal friends of mine whom 
I knew from long experience were operating a typical Kansas opera- 
tion. As I stated, I tried to pick out someone who was typical of the 
operation for the various types of production of beef that are followed 
in Kansas, to demonstrate, as nearly as possible, the costs for these 
various types of production. 

Mr. Deane. Did you take an average figure, or did you take the 
top producers, or the lowest producers? 

Mr. Picxerr. The one on the 350 pound steers is a man who has 
run some pure bred cattle, and this is the first year he has been in this 
type of operation. 

I have taken his actual winter costs, and of course the grass cost is 
very definite—and is very low here, by the way 
feeding, we have years and years of records, we know how much it 
takes and have taken the cost of feeding at this time. 
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Mr. Deane. On page 9 of your statement, these examples that you 
have given previously on page 8 show that the ceiling prices set by the 
Office of Price Stabilization are below the cost of production. 

I notice that the purchase price for cattle in your example was $33, 
$32, and $38.20. 

According to the reports I have before me from the Department of 
Agriculture, the average price of good-grade feeder steers at Kansas 
City are as follows: 
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This seems to indicate to me that your examples perhaps are based 
on very unusually high prices for cattle, and on perhaps late 
purchases. 

Mr. Pickxert. No; I don’t believe that is true. For instance, this 
average price in Kansas City, again, is an average price, and takes 
in all qualities, mixed steers up to good ones. 

Mr. Cots. Which average price, the ones he is quoting? 

Mr. Pickerr. Yes. The prices I have quoted have been the market 
prices and the prices actually paid. 

Those 350-pound steer calves are good quality New Mexico calves. 
They are lightweight and a lightweight calf of course demands a 
higher price per hundred. They were’on the market at that time. 
At that time a man could have sold them for a dollar or a dollar-and- 
a-half premium without going and getting them. 

Mr. Deane. Yet you still contend the OPS price would be below 
the cost of production? 

Mr. Picxerr. Of course the only prices we tried to figure accurately 
except in the cow herd are costs in the feed lot. And of course there 
I have quoted the Secretary’s report, and his costs shown are higher 
than the estimated OPS costs. 

Mr. Deane. I have before me a determination made by the Office 
of Price Stabilization, to the effect that the lowest OPS cattle prices, 
after the last roll-back schedule for October 1, 1951, would be 26 
percent above January 1950 and 5 percent above June 1950. 

Do you challenge those figures? 

Mr. Picxerr. I most certainly do, sir, on a grade basis. And on 
page 10 you will find the figures. I don’t challenge their figure if they 
quote an average figure, but the point I am making is that an average 
figure, I think you can clearly see, for a product with as much varia- 
tion in price and quality and everything as this, doesn’t mean very 
much, and it certainly penalizes the top grades, when you use an 
average figure. ; 

Mr. Dean. You recall that the automobile industry was asked to 
hold the line on prices, and their first reaction was that they wouldn’t 
do it. Yet their second reaction was that they would hold the price 
line. 

The only thing that concerns me about this legislation is to do what 
is fair, and everyone, every housewife, at least, is concerned about the 
price of meat. 

Assuming that there were no OPS regulations, what could the indus- 
try do to hold the price line? 
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Mr. Pickett. I think under our system of operating business in 
America, if the price got too high, the only thing the producer would 
do would be just to produce more beef, produce more meat and try 
to take care of the demand. He would do everything he could to do 
that. 

I think the figures show we have been doing that, inasmuch as the 
estimated consumption of meat, or available consumption, this year, 
is going to be close to a record. 

Mr. Deane. Well it looks like the more beef is produced, the 
higher the price is going. When are we going to reach the peak? 

Mr. Pickxert. That is true. Your wages are high enough. You 
can take the Secretary’s report, I believe, of April 25, memorandum 
No. 10, and he indicates there that today an average factory worker’s 
day’s wage will buy three times as much bacon as they would back in 
1914, twice as much roast pork, and it will even buy more steak 
today that it would back in the base period. 

That is the reason your price is high. Otherwise it is not high. 
Prices are merely relative. 

Mr. Deane. When would you usually market, assuming that there 
were no OPS regulation, your cattle on the feed lots on April 1? 

Mr. Picxerr. With the system we follow, we would normally 
start marketing in November. 

Mr. Deane. Isn’t a good deal of it marketed in October? 

Mr. Picxerr. No, we don’t market any cattle in October. We don’t 
have them ready. 

Mr. Dreanr. You never have? 

Mr. Picxerr. No. Feeder cattle, and some grass fed cattle. The 
program is to buy lightweight feeder cattle until fall, in October, and 
carry them about 13 months. 

Mr. Deane. Has there been any speculation in the industry during 
consideration of this order of the OPS? 

Mr. Pickett. I don’t get your question. 

Mr. Deane. The legislative history of this act indicated a desire, 
on the part of Congress, to stabilize both prices and wages. 

If the event that no Office of Price Stabilization regulations are 
applied to your industry, do you think it would be in the best interests 
of the economy of this country, for wages in all industries to seek their 
highest levels? 

Mr. Picxert. Yes, sir; I think that is true. 

Mr. Dreanr. How many employees do you have in your organiza- 
tion, in your own individual firm or partnership, that is? 

Mr. Pickett. I have my brother and his two boys, and a hired man 
part of the time. It is a very small operation. 

Mr. Deane. Those large manufacturers who are members of your 
association who may employ two or three thousand men, do you think 
it would be in the best interests of their business for their employees 
to seek the highest wages possible, if there are no OPS regulations to 
stabilize prices in the various industries? 

Mr. Pickett. I think you will find that there is not even any ceiling 
on farm labor wages of any kind. 

Mr. Deane. Mr. Paul yesterday said he had 6,000 people employed. 
What I am trying to determine from you is, as secretary of your 
organization, are you willing for the wages of the employees employed 
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by the members of your association, to have any wage increase, and 
that any wage increase would be satisfactory with the group? 

Mr. Picxetr. They are a group of livestock producers, and they 
certainly believe in the American way of doing business and the 
law of supply and demand. I don’t believe you could find a livestock 
producer who would want anyone to put a ceiling on his wages. 

Mr. Deane. In other words, you are willing for wages and labor 
costs to go to any particular point that they might go to? 

Mr. Picxerr. Well, I think we are getting into a point of economics. 

Mr. Deane. Well, that is exactly the problem we are faced with, 
whether or not we are going to stabilize wages, and if we are, we 
have got to stabilize prices. 

Mr. Picxerr. I believe wages have not been stabilized. Almost 
every day you pick up a paper and the wages of some group have 
been increased. 

I quoted the Secretary of Agriculture’s own report from the BAE 
which shows that wages are relatively high compared to meat prices. 

Mr. Deane. Not taking your own operation but taking an organiza- 
tion with 300 or 500 employees, what is the average wage of the 
people working in your organization? 

Mr. Picxerr. We don’t have anyone in this kind of business with 
anywhere near that number of employees. 

Mr. Deane. I say, what is the wage paid to labor in your industry, 
or in your organization? What is the average wage paid to labor? 

Mr. Picxert. That would be a little hard to arrive at. A man 
working on a farm, of course 

Mr. Deane. Do you mean to say as secretary of your organization 
you don’t know what the average wage is? 

Mr. Core. Let him answer the question, please? 

Mr. Picxert. I started to tell you that insofar as ranch and farm 
help, a lot of things are involved. Some of them get a house, they get 
meat. Some of them get all their groceries. 

The top person I know of is a manager, more or less, of a farm in 
Kansas, and he gets about $250 a month and a house, and his meat, 
and he gets a small percentage. 

Mr. Deane. I understand that. I am familiar with those cases. 

Do you have any individual member of your organization who 
employs a hundred people? 

Mr. Pickerr. Do you mean a member of this association? 

Mr. Deane. Yes, sir. 

Mr. Picker. No. 

Mr. Deane. What is the top employment? 

Mr. Picxert. I don’t know. I expect that if one rancher would 
hire as many as 50, that would be about the largest. 

‘Mr. Deane. And you wouldn’t venture a guess as to what the 
average wage is of an employee in your industry i in Kansas City? 

Mr. Pickett. No, sir. 

The Cuarrman. Mr. Pickett, although you feel that your industry 
should not be regulated, if the Congress decides that it should be 
regulated, would you willingly acquiesce and attempt to carry out the 
purposes expressed by the act? 

Mr. Picxerr. Mr. Chairman, I think we certainly would. 

Producing livestock, as I say, we take it to market, and sell it to 
the highest bidder. We would take what the market had to offer, and 
we would be glad to have that sort of a program. 
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The CHarrMan. You wouldn’t act in accordance with your own 
views on the subject, irrespective of the law, would you? 

Mr. Picxerr. No; we could still believe it wouldn’t work, but we 
would go along, as I say, and sell the product at the market, through 
the regular channels, for what the market offered. 

The CHarrmMan. There are a lot of differences of opinion, you know, 
on the law, but our laws apply to the whole country, to all the popu- 
lation, and it seems to me if it is the policy of the Government to 
stabilize wages, and prices, and if Congress decides that your industry 
ought to be controlled, that it is the duty of every American citizen 
to submit to the law, and to submit willingly. 

Now, of course, if you don’t do that, it may result in black markets 
and violations of the law. 

I don’t believe you would like to see anything like that, would you? 

Mr. Picxert. I believe, Mr. Chairman, what we are trying to do, 
as an example of the attitude or the livestock industry, we are trying 
to point out the facts as we see them. 

As I mentioned before, we are going to leave the decisions to you 
gentlemen, who pass the laws. 

The CuarrMan. You have a perfect right to do that. That is your 
right under the law, to petition for what you think is redress of your 
grievances, whether they are justified or not, but I am saying now, if 
notwithstanding that, the Congress decides it should regulate your 
industry, wouldn’t your organization acquiesce? 

Mr. Picxert. I believe they would, sir, and would have to. 

The CHatrmMan. And submit yourselves to the law as passed by 
Congress? 

Mr. Pickxerr. We would be required to. 

The CHatrMan. You would be required to, bu, would you do it 
willingly? 

Mr. Pickett. I think so. We might not like it but we would do it. 

The CuarrmMan. Of course you would. 

Mr. Nicuotson. Mr. Chairman. 

The CuartrmMan. I am going to call the committee in order. 

Mr. Cole. 

Mr. Core. Mr. Chairman, in view of the fact that the chairman 
wants to get through, I am not going to ask Mr. Pickett many ques- 
tions. I will leave it up to the cross-examination to develop the ideas. 
I do want to develop one thing, however. 

That is, Mr. Pickett, in connection with various examples shown in 
your statement, beginning with page 3, the cow herd producer feeding 
calves, the deferred system of full feeding calves, the aged steer fat- 
tened on grass, the yearling steers wintered on grain, the yearlings 
purchased March 1 after January feed price, Mr. Pickett, to the best 
of your judgment and knowledge, will you state whether or not the 
examples given there are industry-wide and comparable with the 
entire industry, rather than just one given individual example? 

Mr. Picxerr. They are, to the best of my knowledge, fair examples 
of these types of feeding that hundreds of producers in Kansas are 
using. 

Mr. Core. And if that is true of hundreds of producers in Kansas, 
based upon your knowledge and information, it must be true of 
hundreds of producers in—what other States? 
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Mr. Picxerr. Well, I assume that the cost of feeding would depend 
upon the cost of grain lot feeding but that would not vary too much 
in the Grain Belt States because the northeast corner of Kansas is 
considered in the Corn Belt, and those costs would be comparable in 
other States. 

I believe the figures the Secretary quoted in his report were for 
Illinois. 

Mr. Coie. Now, Mr. Multer, by his questions, has indicated some 
neglect of you or your industry in furnishing these figures to Mr. 
DiSalle. 

The figures are here today, Mr. Pickett, and Mr. Multer and I have 
noticed no real effort to attempt to disprove them. Now, whether the 
calves come before the cow is not for me to decide but I do think, in 
fairness to everybody concerned, not only this committee, but Mr. 
DiSalle, and this industry, should jointly and cooperatively get 
together, and determine what the real situation is and before I quit I 
am just going to throw out one challenge to our farmer friend from 
New York—and I say that advisedly, because I advised him on urban 
housing—— 

Mr. Mutter. And I am always pleased to have the advice. 

Mr. Cour. Yes, sir—to our farmer friend from New York, I throw 
out the challenge to him, and I throw out a challenge to Mr. DiSalle, 
and I throw out a challenge to Mr. Brannan, to disprove these figures, 
presented by you, Mr. Pickett, as typical of the industry. 

Now, I am putting that in the record, and leaving it. 

Mr. Mutter. Now, Mr. Cole, will you yield? 

Mr. Coz. I am through. 

Mr. Nicnoutson. Mr. Chairman. 

Mr. Mutter. It is a challenge to me, Mr. Chairman. May I 
answer the challenge? 

Mr. Nicuoutson. Mr. Multer isn’t going to ask any questions 
before I. do. 

Mr. Muurter. I would like to answer the challenge, if I may. 

The CuarrmMan. The witness has been an hour and a half now and 
we must get along. We want to get through with these hearings, 
so let’s go on. 

Former Congressman Boren is here and would like to insert a state- 
ment in the record. Without objection, permission is granted for him 
to do so, at the conclusion of this testimony. 

Mr. Boren. Thank you, Mr. Chairman. 

The Cuarrman. Mr. McKinnon. 

Mr. McKinnon. Mr. Pickett, I think most of us in this room don’t 
want any more controls than are necessary. I am sure you feel that 
way, too. 

Mr. Picxert. Yes, sir. 

Mr. McKinnon. I think I should say this: If in studying the situa- 
tion we find controls are necessary for the welfare. of our country, 
that the cattlemen will certainly go along and work to the best ability 
that they have to make this work; isn’t that true? 

Mr. Pickett. If this Congress passes the laws we will try to go 
along with them as best we can. 

Mr. McKinnon. Now, Mr. Cole made the statement a moment 
ago about costs. Of course, one of the things that makes costs hard 
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to determine in this business is that there is such a great variation in 
grades and conditions throughout the country. 

Mr. Pickett. That is right. 

Mr. McKunnon. I notice in your comments here, about the cost 
of feeding calves, that you quote some figures in this document that 
it may cost 32 cents a pound to some people and 46 cents a pound to 
other people. 

Mr. Pickert. That is one factor in the cost of gain that even a 
lot of cattlemen do not consider. ‘That is, we may have two groups 
of steers eating the same amount and kind of feed and one will get 
considerable more gain than the other, because of management, and 
so forth. 

Mr. McKinnon. Isn’t that figure, from 32 to 46, a pretty wide 
variation? 

Mr. Pickerr. No, sir; we can show a lot of experimental figures, 
on cattle, where you may only get a pound and a half a day on year- 
lings in feed lots. 

We can also show actual cases of where they get 24 or even more 
pounds, and that rate of gain in the feed lot is a very important thing 
in determining cost of gain. 

Mr. McKinnon. Yesterday, late in the afternoon, we had a man 
coming before us who claimed to be a great expert in the cattle 
business, a man who says he advises many thousands of cattle growers, 
a man who claims to have his fingers very much on the cattle-raising 
industry. 

He told me yesterday that the average cost of fattening feeders 
varied from 25 to 30 cents a pound. 

Now, I notice from figures given us today by the Corn Belt livestock 
feeder industry, on their analysis of production costs, that in one lot 
they cost 23 cents a pound to fatten, in another, it costs 26 cents a 
pound, and in that ratio, which is far under the figures you have given. 

Mr. Pickett. I think you can find a lot of figures above the ones 
I have given. 

Mr. McKinnon. Perhaps so, but these costs are based upon a wide 
experience, that varies anywhere from lots of 47 head on up to 300 
head to a lot, and those variations go from 26 down to 23 cents a 
pound. 

Other facts and figures have been given us on Kansas City lot feed, 
and we find it cost there about 23 cents a pound. 

But certainly the variation isn’t all the way from 23 cents a pound 
up to 46 cents a pound, if you are operating an efficient feeding-lot 
operation? 

Mr. Picxerr. Congressman, as I said, there are all kinds of grades 
of cattle. 

It is very common—as a matter of fact, it is recommended, with 
some plainer grades of cattle, to use, we will say, a lot of silage, and a 
minimum of grain. That will bring about a cheaper gain. 

Of course, it must be a cheaper gain or they can’t feed that kind of 
cattle, because they never bring the price on the market. 

In other words, if you take the ceiling figures as given here by OPS, 
one grade of cattle will be down to 18 cents, and those plainer cattle 
you can’t feed them the grain and get them up to the higher price. 

Also, short feeding. You get a higher rate of gain in short feeding, 
and less costly gain. 
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If you try to feed steers to a prime grade, your cost goes up. 

Mr. McKinnon. Those last few pounds are more costly? 

Mr. Picxerr. They are very high in the cost of production I think 
if you check the Secretary’s figures in his report made over in the 
House Agriculture Committee, he has the cost of feeding big steers as 
high as 38 cents, which I think might be a little high, but for prime 
grade it might not be. 

Mr. McKinnon. Now, in your operation, let’s say you have a 
hundred calves to feed and fatten and slaughter. You compute your 
profit not per cow, but you usually average it out as to how much you 
make per head on the lot; isn’t that true, as to whether you are satisfied 
with the operation or not? 

Mr. Pickert. Yes, sir; but we always figure on a per-head basis. 

Mr. McKinnon. What do you figure as a reasonable profit per 
head on the cattle that you market? 

Mr. Picxert. I don’t know as a cattle producer ever figured a 
reasonable profit. 

Mr. McKinnon. What are you satisfied with? 

In other words, if you move a lot of a hundred cattle to market 
and you have got so much money wrapped up in them and you sell 
them for so much money, what do you figure that your return should 
be, to be a satisfactory operation? 

Mr. Picxerr. Well, for example, if you are a farmer and are feeding 
one load of cattle, you are feeding 25 head of cattle, let’s say. 

Mr. McKinnon. Twenty-five head? 

Mr. Pickett. Yes, sir; in a load of steers, and they make you $10 
ahead. That wouldn’t be a very big return for your labor. 

That is the way most costs are figured. 

Mr. McKinnon. How is that again? 

Mr. Picxerr. That wouldn’t be a very big return for your labor, 
$10 ahead. . 

Mr. McKinnon. That is for about a 6- or 7-month operation, is 
it not? 

Mr. Picxerr. Yes, sir; or a year. Yes, sir. We recommend, it 
Kansas, that cattle be fed for a year. 

Mr. McKinnon. Mr. Conway, testifying yesterday, said that if a 
man made $15 to $20 per head he came out pretty well. Would you 
concur in that viewpoint? 

Mr. Picxert. If we could get that on an average, we would be 
satisfied ; yes, sir. 

Mr. McKinnon. Did you do that well last year? 

Mr. Picxerr. Cattle last year handled in—well, for instance, let’s 

take an example, this calf- feeding program that I have listed ‘here, 
I think it is example No. 3. They made a higher profit than that, 
but it was because they bought the feeder cattle the year before 
around 22 or 23 cents a pound and sold them for 30, 33, or 34 cents a 
pound, so when you get an advance in price like that, you naturally 
make more profit. 

The same thing, this roll-back is just going to have the opposite 
effect, this year. 

Mr. McKinnon. Do you think, Mr. Pickett, if a man picked up 
calves last fall, fattened them, and sold them, this month or next 
month, at the OPS ceiling, that on the average he will come out: all 
right? 
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Mr. Picxerr. No, sir. I assumed you meant feeding grain, which 
you have to do in a calf, you would lose money. 
~ Mr. McKinnon. What did you pay for feeders last fall? 

Mr. Picxerr. Thirty-one or thirty-two cents, or thirty cents. 

Mr. McKinnon. And have you sold them yet? 

Mr. Pickett. Oh, no. 

Mr. McKinnon. What sort of grade do you think they will grade 
out at, on an average? 

Mr. Picxerr. Those cattle should go to market, if we follow our 
normal program, if they are sold in November or December, and 
grade good—there may be a few choice cattle among them. In other 
words, the average price we can expect for those cattle under this 
roll-back, would be maybe 28 or 29 cents. 

Mr. McKinnon. And you paid 22 cents for them, you say? 

Mr. Picxerr. Thirty-two. 

Mr. McKinnon. You paid 32 cents for them last fall? 

Mr. Pickett. Thirty cents and thirty-two. We would be showing 
a minus margin. You can’t come out on that kind of an operation. 

Mr. McKinnon. But you did make money in 1950? 

Mr. Pickerr. Surely. We had the opposite, as I demonstrated, 
we bought feeder cattle, and the price advanced. 

Mr. McKinnon. | have been told by several cattlemen who prob- 
ably operate on a larger scale than you do that they will make money 
on this sort of a situation. They will get caught, however, on feeders 
they bought in March of this year, when it comes time to fatten them 
and sell them. 

Mr. Picxe1tT. Well, I think I will have to point out, again, that the 
producer, who has grass—we will say a cowherd, in the Southwest or 
West—he can’t determine his profit. He figures his cost. He has 
got his land. If his price does down, and if he has to take less money, 
he sells his produce, he sells his grass, his hay, whatever he raises, and 
he gets less money for it. He gets a smaller return for the feed which 
he uses because the feed producer is merely in the business of producing 
beef and selling his feed, if he is raising it. 

Mr. McKinnon. There is a great variation in the ability to produce 
cheaply, isn’t there? 

Mr. Pickett. Surely. 

Mr. McKinnon. Then the fellow who operates on a large scale, 
with good land, good conditions, will, as this fellow told me the other 
day, make money, whereas another producer, who has poor land, who 
has a longer feeding period, whose stock may not be as good to start 
with, will be unable to make money in this sort of situation. Is that 
your contention? 

Mr. Pickxert. Well, as I have indicated, there are a large number 
of factors involved. 

Mr. McKinnon. We realize all that but we are talking about an 
average. ‘There is such a wide variation in production costs that some 
men will make money and some will lose on this sort of a situation? 

Mr. Pickett. That is right. 

Mr. McKinnon. Now, to get more beef on the market, you feel 
that a high price should be paid to encourage the less efficient producer 
to produce beef; is that your position? 
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Mr. Pickxerr. That is right, and in some cases you can’t class him 
as less efficient. That may be a little misleading 

Mr. McKinnon. Well, conditions are less efficient? 

Mr. Pickxerr. Yes, sir; he may be efficient in his operation but his 

osts are still high. 

Mr. McKinnon. Now, it may be likely, that we find, under an 
OPS ceiling, that say, 75 percent of the men will come out in the 
operation under ceilings and 25 percent of them can’t, but we need that 
extra production in or rder to satisfy that bigger buying power, and to 
give everybody a break by trying to stabilize conditions and at the 
same time encourage the less efficient producer to come into the 
market, it might be wise for the Government to arrange a subsidy 
payment to get the less efficient producer to get his beef to market. 

Mr. Pickerr. Producers are opposed to subsidies. 

Mr. McKinnon. Well, people want beef, don’t they? 

Mr. Picxerr. That is right. 

Mr. McKrynon. In order to stabilize conditions in this country, 
and keep labor costs from going up, and to keep the whole spiral from 
going up, conceivably it would be better to have some subsidy along 
the line, and let the less efficient producer set the price, than to 
leave a bigger gap of profit for the more efficient producer? 

Mr. Picxerr. No; I couldn’t approve of subsidies as economically 
sound in any type of agricultural production of this kind, beef-cattle 
or livestock ‘production. 

Mr. McKinnon. You would consider, however, that subsidy pay- 
ments would be satisfactory for the importation of scarce minerals 
from abroad? 

Mr. Picxerr. I wouldn’t be qualified to speak. 

Mr. McKinnon. If conditions were parallel, would you favor one 
and not favor the other? 

Mr. Pickxe1t. I don’t believe I am qualified to speak for more than 
the livestock industry. 

Mr. McKinnon. Thank you, sir; that is all. 

The CuartrMan. Mr. Nicholson. 

Mr. Nicuotson. I want to get clear in my mind, where is this price 
control established? In the slaughterhouse or on the range? 

Mr. Picxerr. The price control is established in the slaughterhouse, 
on the carcass. 

Mr. Nicnotson. And so the cost of a steer in Kansas City might 
be more than it is in Chicago? 

Mr. Picxert. I believe it is set up with margins and differentials 
between markets and grades; yes, sir. 

Mr. Nicuotson. Does the man who has charge of this price business 
know anything about cattle? 

Mr. Picxerr. Who do you refer to, Congressman? 

Mr. Nicuotson. I am referring to DiSalle. 

Mr. Picxerr. | wouldn’t be qualified to answer that. I don’t 
know him. 

Mr. Nicnotson. You wouldn’t object to having a price stabilization 
if it was made by a cattleman who knows his business, would you? 

Mr. Pickett. I wouldn’t object to a stabilization program if it 
would stabilize, but I would object to one that would cause chaotic 
conditions and reduce production and cause loss to the producers. 

I think there is a difference between that and this stabilization. 
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Mr. Nicuotson. Did Mr. DiSalle have a meeting with the members 
of your group, the Cattle Growers Association? 

Mr. Pickerr. Well, not with ours; some committee, I believe, 
called on him. 

Mr. Nicuotson. I would like to get this clear in my mind: Who 
pays the bill, and who sets up the price? 

Is it when it goes over the counter, or is it on the range, where you 
feed cattle, or grow cattle, and sell them to somebody else, and they 
feed them, and build up their weight, and things like that? 

I would like to know, if I can find out. 

Mr. Pickerr. Do you mean under this program? 

Mr. NicHouson. Yes, sir. 

Mr. Picxert. Well, under the program, as I understand it, it calls 
for compulsory Government grading of all carcasses that are slaugh- 
tered in the slaughterhouse, and that each of these grades have a 
dollars-and-cents ceiling price established. 

Mr. NicHotson. You mean, heavy beef, light beef, and so on; is 
that what you mean? 

Mr. Pickerr. Well, there are usually standard Government grades 
of prime, choice, commercial, utility, and so forth. 

Mr. Nicuotson. And that is at the slaughterhouse? 

Mr. Pickerr. That is right. 

Mr. Nicuouison. Now, is there another price when it gets to the 
consumer? 

Mr. Pickxerr. I believe that is right. 

Mr. Nicuotson. There are several prices, aren’t there? Freight, 
corn, feed, and everything else, go into it; isn’t that right? 

Mr. Pickxerr. Yes, sir. 

Mr. Nicnouson. Are we putting a price on all of those things? 

Mr. Pickerr. Do you mean, the consumer or retail price? 

Mr. Nicuoxson. Yes, sir. 

Mr. Pickxerr. Well, Congressman, I have been in the business all 
my life and don’t know much, but I know a little about meat, and 
I confess that I would not be able to go into a retail store, with my 
knowledge, and tell whether the merchant was selling within the 
ceiling or not, and I don’t believe any meat man can. 

Mr. Nicuotson. Well, I know that the chairman asked you if you 
would obey the law. Of course, I know that you will. We all do. 
But sometimes things are passed here in Congress that a great many 
of us don’t agree with, and price stabilization is one of them that a 
great many of us don’t believe in. We would like to have a good 
reason why we should have it, before going along with it. 

That is all, Mr. Chairman. 

The Cuairman. Mr. Dollinger. 

Mr. Douurncer. Mr. Pickett, it has been indicated to us by other 
witnesses that if we have price control in your industry, it would 
increase the black-market operations. Is that correct? Do you 
agree with that? ; 

Mr. Picxert. That is what is claimed, that there will be black 
marketing. I have always been a little at a loss to know just what 
black marketing is. I suppose when it gets out of the channels set up 
by the Government agency. 

The producer, certainly, under OPA days, was not in the black- 
market business, and I don’t believe he will ever be in the black- 
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market business, because there isn’t any ceiling on the live cattle. 
I don’t believe it would be possible to put one on. 

Mr. Douurncer. Well, the thought is that black markets will divert 
commodities from proper legal channels and divert them to illegal 
channels. Of course, the industry would have to be a party to it or 
else it would not get into black-market channels. 

Mr. Picxert. Well, the producer would not want to do that. The 
producer, as I said before, sells his cattle to the highest bidder on the 
market. 

Mr. Doutumncer. Well, all producers are not honest. Some of them 
are dishonest, even in your industry, and they would divert their cattle 
to the illegal channels, wouldn’t they? 

Not that you would agree with them. You said you would comply 
with the regulations if Congress passed them; didn’t you say that? 

Mr. Picxerr. Yes, sir. But let’s go back in history. 

Under OPA days, if you were a producer and had some cattle, there 
was no regulation w hatever on feeder cattle and if a man came out and 
offered you a price for your cattle you would sell them; you wouldn’t 
know where they were going. 

Mr. Dotirncer. What I am trying to find out is this, Mr. Pickett: 

If Congress in its wisdom continues controls and passes controls 
affecting your industry, and as you have indicated, your industry 
would want to comply to the full extent of the law with Congress, 
I would like to know what steps your industry would take to make 
certain that those dishonest men would comply with the law—or what 
you would do to make sure that they would toe the mark? 

Mr. Picxerr. I don’t believe that the producer would be in a 
position, as I indicated earlier, to be in the black market. He takes 
his cattle to the open market, and it is sold in the regular marketing 
channels. 

Mr. Do.utncer. What steps would your own industry take in 
policing it and making sure that all heads produced went to the regular 
market? : 

Mr. Picxerr. I couldn’t answer that. 

Mr. Do.uurnGer. Can you tell me whether the OPS regulations 
regarding slaughtering and stamping requirements of cattle now 
provide adequate means of policing? 

Mr. Picxerr. I don’t believe that question is in my line of business. 

Mr. Douuincer. Don’t you have any knowledge of that? 

Mr. Picxerr. No, sir, I haven't. 

Mr. Do.irncsr. You can’t give us any direct information that 
would indicate to us that your industry, your own association, would 
police your members to make sure that they would obey the law? 

Mr. Picxerr. We haven’t any police power, and I don’t believe 
it would be our business to. 

Mr. DouutnGer. In other words, your industry would not worry 
about its individual members; they are on their own; is that it? 

Mr. Pickerr. The marketing of cattle is such that they are sold 
in such a manner, and they would continue to be sold in the regular 
manner. 

Mr. Do.turncER. You say you would obey the law even if Congress 
passed a law with which you disagreed? 

Now, I am trying to find out what you would do to make sure your 
industry obeyed. 
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You say you can’t do anything about it. 

Mr. Picxerr. I don’t believe that would be the job of the pro- 
ducer. As I indicated, he would continue to sell his livestock through 
regular channels, open markets, auction markets, and so forth. 

Mr. Douturncer. You would still try to get the highest price, re- 
gardless of what the law was? 

Mr. Pickett. I believe I would. 

Mr. Douuincer. That is all. 

The Cuarrman. Mr. Buffett. 

Mr. Burrett. Mr. Pickett, there is a lot of smuggling of gold and 
diamonds in and out of New York City. Have you read of any polic- 
ing by the jewelers in New York City to catch those smugglers. 

Mr. Pickxetr. My reply to the Congressman was that it wasn’t our 
business to do the policing. 

Mr. Mutter. May I answer the question? 

The jewelers of this country did get together and were responsible 
for most of the smugglers being arrested. They did a fine job of 
policing the industry. 

The CuHarrmMan. That is entirely a collateral issue and I don’t 
think we are going to go into it here. That is absolutely immaterial. 

The chairman, doesn’t often rule, but he is going to rule that one. 

Mr. Burrert. Mr. Pickett, does the buyer who paid market prices 
for feeder cattle between last November 1 and April 1 of this year 
sell them today without an actual cash loss? 

Mr. Pickett. I would say that the majority of them selling at the 
present time would take a loss, certainly. They have come through 
the winter period which is a relatively high-cost period for most 
operators. 

Mr. Burrerr. That inventory of feeder cattle, in the feed yards in 
the Middle West today, runs into the hundreds of millions of dollars; 
does it not? 

~ Pickett. It certainly does. I wouldn’t know exactly how 
much. 

Mr. Burretr. Do you know of any industry in this country where 
the people in it have been asked to take a substantial cash loss, 
which would hurt many of them, and which will put some of them out 
of business? 

Mr. Pickxerr. I don’t know of any. 

Mr. Burrerr. Do you know of any such other business? 

Mr. Picxerr. I don’t know of any. 

Mr. Burrert. Have you any estimate of the actual loss to cattle 
feeders in the Middle West resulting from this order? 

Mr. Picxetr. No, sir. No, sir; 1 haven’t made any estimates. 

Mr. Burretr. Are you familiar, Mr. Pickett, with the discussion 
on price control that was held in Washington, shortly after March 20, 
when representatives of the livestock industry met with Mr. DiSalle 
and Mr. Erickson, of the Office of Price Stabilization? 

Mr. Picxerr. There was a committee in Washington. I don’t 
remember the date. I wouldn’t be able to answer your question. 

Mr. Burrerr. At that time, the Office of Price Stabilization officials 
stated that ceiling prices and controls would be invoked, and they 
said there might be some roll-back, but both Mr. Erickson and Mr. 
DiSalle emphasized the fact that when and if ceilings were imposed, 
they definitely would not hurt the cattle feeders. 
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Did you hear that report? 

Mr. Pickxerr. Yes, sir; I have heard that report. 

Mr. Burrerr. And they went even further. They stated that if 
the roll-back proved more appreciable than one reverting to average 
price levels, that the feeder would receive ample notice, probably 4 
months. 

Did you get any 4 months’ notice on this roll-back before it went 
into effect? 

Mr. Pickxerr. I know of one man who is on what I believe they call 
the advisory committee, who 2 days before the order assured cattlemen 
in Kansas City there would be no roll-back. 

Mr. Burrerr. And yet, the cattle feeders are asked to be happy 
and pleasant about this kind of treatment, aren’t they? 

Mr. Pickertr. Yes, sir. 

Mr. Burrerr. The chairman wants to recognize Mr. Brown, so I 
will interrupt my questioning. 

The CHarrMan. | am glad to welcome the young ladies and gentle- 
men who are constituents of our able colleague, Congressman Brown. 

Congressman Brown, I can assure you, represents you with faith- 
fulness and ability, and is always looking after your interests. 

I am glad you could come here and see the committee of which he 
is a member, in operation. And | hope you will enjoy—and I know 
I speak for the members of the committee—I hope you will enjoy 
your visit to the Capital of your Nation. 

It is a fine thing that young people have the opportunity to come 
to the Capital of their free government, which gives them privileges 
no other nation in the world gives to its citizens. I hope you have a 
very, very pleasant time. 

Mr. Brown. Thank you, Mr. Chairman. This is a high-school 
graduating class of Royston, Ga., made famous by Tv Cobb. 

Thank you. [{Applause.]} 

The CuartrMan. Proceed, Mr. Buffett. 

Mr. Burrerr. Mr. Pickett, who is going to be hurt most by this 
order, the small livestock feeder who got into the business for the 
last 2 or 3 years or the big fellow who has been in it a long time and 
has a substantial cushion in his operation? 

Mr. Picker. I don’t believe you could answer that on the basis 
of the size of the operator. 

Mr. Burrerr. No; but I am talking about the length of time he 
has been in the business. 

Suppose I went into the business last year, or this year, and bought 
my first string of cattle. 

What is going to happen to me? 

Mr. Picxerr. If you were in the business at least this spring, for 
the first time, on borrowed money, you would be in pretty bad shape. 
You would suffer the worst, of course. 

Mr. Burrerr. You could lose your capital entirely, very easily, is 
that right? 

Mr. Pickett. Yes, sir. 

Mr. Burretrr. Do you know of any other farming industry that is 
more hazardous than cattle feeding, livestock feeding? 

Mr. Picxerr. No; I believe not. 

Mr. Burrerr. Do you know of any way by which you can deter- 
mine in advance what your exact feed costs are going to be with a 
string of cattle before you get them into the feed lot? 
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Mr. Pickett. No way whatever. 

Mr. Burrerr. Have you ever seen two groups of cattle coming from 
the same ranch, that were put into separate feed lots, and fed the 
same way, that came out and graded exactly the same? 

Mr. Pickett. I believe I tried to demonstrate that in my testimony 
previously. 

As a matter of fact, I have fed experimental lots of cattle side by 
side, on the same ration, and they have come out a little different, 
as far as gains are concerned. 

Mr. Burrert. In other words, there are more factors in livestock 
feeding that cannot be determined in advance than in practically any 
other business that you know anything about? 

Mr. Pickxerr. That is certainly right. 

Mr. Burrertr. The reason I mention that, I have been associated 
in various ways with both cattle feeding and hog feeding for 10 years, 
and I find it impossible to gage in advance where we are coming out 
on a single operation, because even a change of water in cattle for a 
few days will influence a change in the rate of gain, will it not? 

Mr. Picxert. It certainly will. I remember very vividly two lots 
of steers being handled exactly alike to two different sides of the alley 
fed by two different feeders. One of the feeders let the bung get dirty 
and I came back in about a month, and those steers lost about a 
month in gain. 

Mr. Burrertr. Do you know of any banker out your way that will 
loan money on cattle feeding when the hazards look so big to him that 
he feels there is a better than even chance of taking a loss on the 
transaction? 

Mr. Picxert. I don’t believe a good banker would. Some are a 
little worried now. 

Mr. Burrert. I imagine if a banker did, the bank examiners from 
Washington would close him up, wouldn’t they? 

Mr. Pickett. It is possible. I wouldn’t be able to answer that. 

Mr. Burrerr. Then he has got to have a reasonable prospect of 
profit, if he is going to feed cattle, is that right? 

Mr. Pickett. He has to have a reasonable prospect of profit, 
because practically all the cattlemen operate on borrowed money. No 
one has enough money to own cattle today, as high priced as it is. 

Mr. Burrerr. Then, if the responsible heads of the OPS tell the 
cattle industry that they are not going to have a roll-back in such a 
way that the cattle feeder is hurt, and then, promptly thereafter, 
there is a roll-back, where they lose—well, I have one feeder who has 
a $20,000 loss on the cattle in his lot at the moment, I have a state- 
ment from the president of the Livestock Exchange of Omaha who 
had just sold a string of cattle and had a $5,000 cash loss—on that 
kind of a situation there is not going to be a great deal of confidence 
by the livestock-feeding industry, is there? 

Mr. Pickett. No; there isn’t. 

I believe Mr. DiSalle or someone testifying the other day said: 
“Well, they shouldn’t have bought cattle between January 25 and this 
time. 
gs a business can’t operate that way, if you are going to produce 
reef, 

Mr. Burretr. And if this Congress doesn’t adequately appraise 
all these elements in this picture, then there is going to be avery 
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substantial reduction in meat at the table, in the not-too-distant 
future, and the responsibility for that will come right back to the 
Congress; isn’t that correct? 

Mr. Pickett. That would be my opinion. 

I would also like to point out the fact that, in looking at the figures, 
livestock numbers even are misleading, because what happens today, 
in the beef-cattle production business, may not be felt for 2 or 3 years— 
the full effect of it may not be felt for some time, because it takes, as 
has been repeatedly said, about 3 years to produce the beef. 

Mr. Burrerr. Mr. Pickett, have you seen any estimate—and it 
would only be an estimate—of the millions of pounds of beef that 
have been lost from the cattle that were rushed to market in the first 
few days following this order? 

Mr. Picxerr. I have seen estimates. I wouldn’t be able to quote 
them. 

Mr. Burrerr. It was millions and millions of pounds, right at 
Omaha, on the half-finished cattle, and Omaha is only one of the big 
midwestern markets. 

That is all, Mr. Chairman. 

The Cuarrman. Mr. Bolling. 

Mr. Bouuine. I would like to put in the record some figures per- 
taining to the same matter. 

Mr. Pickett, do you believe that Congress, in considering this whole 
problem, should do it on a general rather than on an exceptional or 
particular basis? 

Mr. Picxerr. I am not sure I understand you. 

Mr. Bouiinc. We have to look at the whole problem, rather than, 
perhaps, a small part of the problem. We do have to regard the 
whole problem, in other words, with regard to meat production. 

Mr. Picxerr. Well, 1 am sure you have to look at the entire picture 
in any business. 

Mr. Bouurne. In other words, we would be compelled, in effect, 
in order to arrive at a sound conclusion, to use the over-all industry 
picture rather than exceptional cases as the basis for our judgment. 

Mr. Picxerr. That is right. 

Mr. Botuiine. Now, as I understand it, the example which you 
have used cannot be demonstrated to be typical. 

Mr. Pickerr. That questioa again, please? 

Mr. Bouuinae. The examples which you have used cannot be 
demonstrated to be typical. They are the samples taken from one 
individual here, one individual there, and so on. They may or may 
not be typical. 

Mr. Picxerr. These examples, sir, are very, very typical. 

Mr. Botiine. Can you demonstrate that? 

Mr. Picxert. I certainly ca. 

Mr. Bourne. How? 

Mr. Picxerr. By getting hundreds of records just like them from 
actual producers. 

Mr. Boutine. Well, let's go over vour examples. Some of this 
has been covered. 

The purchase price that you use in each case is 33, 33, 32, and 38.20. 

I think Mr. Deane brought out the feeder prices for October, Good 
grade feeder steers at Kansas City, for each of the months of October, 
November, December, January, February, March—gradually going up. 
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Mr. Picxert. Yes, sir. 

Mr. Bouirna. Now, isn’t it true, that on an average, 80 percent of 
all the cattle in feeder lots on April 1 were bought at prices lower than 
you assume in your examples? 

" Mr. Picxerr. That would be a guess. I wouldn’t hazard a guess. 

Mr. Bouuina. Well, it is more than a guess. The proportion - 
feeding cattle bought in each month in the five major markets, 1 
October itself, 31 percent—remember the figure for the general wees 
age was 28. 60—in November, 22 percent, and the figure, again, is 
29. 90—December, 14 percent, and the figure is 30. 25-—January, 

13 percent, and the figure, 31.70. 

Now, you compared the cost of cattle you were talking about with 
OPS ceilings after October 1. I am not sure about this, but is it or 
isn’t it true that many of the cattle in feed lots on April 1 will be 
marketed in finished condition before October 1, a great many of them? 

Mr. Picxerr. There will be some; yes, sir. 

Mr. Bouuine. Would you say more or less than half? 

Mr. Picxerr. I would be guessing and I don’t believe that w ould 
be of any value to the record. 

Mr. Boxing. You see how important that would be, to build a 
general case, a general picture, rather than a particular picture, and 
it has some importance, that question, has it not? 

Mr. Pickett. I don’t believe it has too much importance for the 
general picture; no, sir. 

Mr. Botuine. Why not? 

Mr. Pickerr. We are pointing out the effects on the business, the 
cattle business, and the general effect of the thing we are interested 
in-———— 

Mr. Botirne. But you are doing that, Mr. Pickett, by citing four 


narrow examples which you yourself agree are narrow examples and 
that to bolster that case, to demonstrate that they are typical, you 
would have to get a much broader cross section according to some 
ma ay, is technique, which perhaps is scientific. 


Mr. Coir. Let me interrupt. Did you agree they were narrow 
examples? 

Mr. Pickxert. I did not. 

Mr. Coxe. I wish you wouldn’t put words in the witness’ mouth. 

Mr. Bouturna. Mr. Cole, if you will pardon me, he said that to 
demonstrate that they were typical you would have to doa great deal 
more. I think he has not demonstrated that they are typical. His 
opinion is as good as mine. 

Mr. Cour. Mr. Bolling, you said the gentleman said that they were 
narrow examples. 

Mr. Bouurna. I don’t believe I did. If I did I didn’t intend to put 
words in his mouth. 

Mr. Cone. All right. 

Mr. Boturne. Now, you were discussing with Mr. Buffett, Mr. 
Pickett, this question of people buying meat after it had been an- 
nounced that probably something would be done about it. 

You don’t consider that there was an element of speculation in that 
buying? 

Mr. Picxetr. There is an element of speculation in the cattle 
business at any time, and when the Government comes in with 
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regulations, of course, the speculation, becomes more involved and 
more treacherous. 

Mr. Boturinc. And you have a new and difficult factor to compre- 
hend? 

Mr. Pickett. That is right. 

Mr. Bouurna. But this is a factor on which you were warned. For 
example, you are not warned as to whether or not there is going to be 
a drought as well as you were by this January announcement. 

Mr. Burrerr. When was that warning issued? 

Mr. Bouuine. It is my understanding that OPS announced prices 
generally would be stabilized and they froze the meat prices. 

Mr. Burrerr. When did they announce that? 

Mr. Bouiine. Somewhat later, but they froze meat prices and the 
livestock producer is concerned with meat prices. That was a clear 
warning. 

Mr. Burrerr. That wasn’t a warning they were going to be rolled 
back. 

Mr. Bouuina. It certainly wasn’t rolled back last January, was it? 

Mr. Mutrer. Will you yield, Mr. Bolling? 

Mr. Bouurna. Certainly. 

Mr. Mutter. Isn’t it a fact that back in December, Mr. DiSalle 
requested all industry throughout the country to hold the line on price 
increases and that, nevertheless, this industry did continue increases, 
from one end to the other, beginning from livestock, right down to the 
end product, ignoring the request to hold the line? 

Mr. Coir. For heaven’s sake, every other industry did the same 
thing. 

Mr. Bouuine. Mr. Chairman, I have a number of other questions. 

The CuarrmMan. Well, there is a roll call in the House, Mr. Bolling. 

Mr. Bourne. Would it be possible for the witness to appear briefly 
this afternoon? 

The CuarrmMan. I suppose so. This is one witness, and we have 
taken all morning with him, and we have nine witnesses. We have 
got to make some effort to expedite the hearing. 

Mr. Bouuine. I am aware of that. 

The CuarrMan. I think in the future, on the original examination, 
we must limit the members to a certain time or I don’t see how we can 
get through. 

Mr. Bouurna. I think it is an excellent idea. 

The CuHarrman. I think we ought to make the rule that on the 
original examination, every member will be limited to 5 minutes. We 
have often had a repetition of things we have already heard. 

Mr. Pickerr. Mr. Chairman, could I make one statement? 

The CHarrMan. Yes, sir; you may make a statement. 

Mr. Picxerr. Relative to the statement I made Mr. Bolling: 

The livestock industry have had warnings and rumors, since last fall 
I think vou will agree that a man with cattle can’t just hold them up 
and let them sit there 5 or 6 months. 

Mr. Bouurne. Yes, sir; but I am impressed by the fact that most of 
the feeders in the lot on April 1 were not bought under these very 
high prices and I am also impressed with the fact that the order on 
the meat freeze was a very strong warning. I am not suggesting that 
everybody had to quit, but I am saying feeders were warned. 

Mr. Chairman, will the witness be back this afternoon? 
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Mr. Picxerr. Mr. Chairman, I have a plane reservation. 

Mr. CHarrMAN. At what time is your plane reservation? 

Mr. Pickxerr. Four-thirty, I believe. 

Mr. Bouturna. I will be very brief. 

The CuarrMan. We will meet at 2:15 this afternoon and you will 
return at that time, Mr. Pickett. 
Mr. Pickxert. Yes, sir. 
The CHaArrRMAN. Very well. The committee stands in recess until 
215. 
(Whereupon, at 12:15 o’clock, a recess was taken, to reconvene at 
2:15 p. m. of the same day.) 





bo 


AFTERNOON SESSION 


(The committee reconvened at 2 p. m., Hon. Brent Spence, chair- 
man, presiding.) 

Members present: Messrs. Spence, Brown, Multer, Deane, McKin- 
non, Dollinger, Bolling, Wolcott, Gamble, Talle, Kilburn, Cole, 
McDonough, and Buffett. 

The CHarrMAn. The committee will be in order. 

Mr. Pickett, you may resume the stand. 


FURTHER STATEMENT OF A. G. PICKETT, SECRETARY, KANSAS 
LIVESTOCK ASSOCIATION, TOPEKA, KANS.—Resumed 


The CuarrMan. I believe Mr. Bolling wishes to ask you a few more 
questions. 

You may proceed, Mr. Bolling. 

Mr. Bouturne. I think you answered this question before, Mr. 
Pickett. Do all cattle feeders make money in an average year, 
when there is a free market and no price stabilization, in a perfectly 
free market? 

Mr. Pickerr. I don’t believe you could say that. 

Mr. Bouturne. They do not? 

Mr. Picxerr. I think there are times in any business, in any year, 
when someone will lose money, or not make a profit. 

Mr. Bouuina. In your statement you made a comparison between 
cattle parity and automobile prices. You say, “It would be just as 
fair to say the average cost of an automobile is $2,500, therefore 
General Motors should be able to sell a $5,500 Cadillae for $2,500 
and make a profit.’ 

Wouldn’t it be more like saying that automobile prices on the 
average are now 3's percent higher than last year, and therefore 
Cadillacs or Chevrolets should not be sold at more than an increase 
of 3% percent over last year? 

Mr. Picxert. I don’t think that is particularly material to this 
case. I merely used that as an example. 

Regardless of what business you are in, where you have such a 
wide spread in quality or value of a product, it is certainly plain to 
see that an average figure is not very realistic, as a cost figure. 

Mr. Bouiinc. You don’t agree, then, that your example is per- 
tinent to this particular issue? Are you saying that your comparison 
is not completely valid and that my comparison is also unvalid? 
Mr. Pickert. The comparison illustrates the point, and that is all. 
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Mr. Botiinc. My comparison. 

Mr. Picxerr. The comparison I make in the statement illustrates 
the point. 

Mr. Bo.turna. I am saying it doesn’t illustrate it fairly. 

Mr. Pickxert. It does illustrate it very fairly, so that a 10-year-old 
boy can understand what I mean by it. 

Mr. Boturna. Iam not 10 years old, but I don’t understand it to be 
fair. Did OPS order all beef to be sold at the average price or are 
there differentials set up between grades? 

Mr. Picxertr. There are differentials set up between grades. 

Mr. Bouuina. There were differentials allowed? 

Mr. Pickerr. Yes sir. 

Mr. Bouurnc. Now, you diseussed parity at some length, I believe, 
both in questioning and in your statement. You said that OPS ceilings 
are below parity. 

Isn’t it true that according to the Department of Agriculture the 
parity price per hundredweight of beef cattle on April 15, 1951, was 
$19.90? 

Mr. Pickxerr. That is true. 

Mr. Bouirne. And that OPS average prices are well above that 
figure even after the last roll-back? 

Mr. Picker. I am telling you that average figures have no value 
in determining the fair or parity price, whatever you call it, of a certain 
grade or quality of beef, and by BAE figures and formulas, the figures 
will be below parity on these grades as of October 1; that has been 
worked up, the table I put in, by the BAE formula. 

Mr. Bottine. You emphasize parity by grades. The Department 
of Agriculture discontinued the determination of parity by grades. 

Isn’t that because the definition by grades was discontinued? 

Mr. Picxerr. Well, what used to be the Good grade is Choice and 
there is no change whatever in the Standard of that grade. They just 
merely changed the name. 

Mr. Bouuine. Maybe I am misinformed, but my impression was 
that the present Prime grade is a combination of the former Prime 
and Choice. 

Mr. Pickerr. That is correct. And the figure in there is exactly 
the same as the BAE used to figure that when they threw in those two 
grades together previously. 

Mr. Bouurna. And there are new grades to take the place of the 
grade Medium. 

Mr. Pickxerr. The former grade Medium was Good and Commercial. 

Mr. Bouurne. Do you have any data as to the number of cattle in 
each grade so the prices of the old grade can be compared directly 
with the prices of the present grades? 

Mr. Pickxerr: I don’t have that data with me. 

Mr. Botuina. Have you any idea what proportion of the old grade 
Medium can now be classed as Good and what is the proportion of 
Commercial? 

Mr. Pickxerr. That figure, as I say, started about the first of January 
and that, of course, varies with the seasons of the year. 

This fall, in October, when they come in off grass, we will have a 
preponderance of what will be Commercial cattle. 

Mr. Bouturne. Would it be very difficult to 

Mr. Pickerr. You would have to get figures by seasons. In the 
spring, that class of beef is in very short supply. 
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Mr. Bouune. Which ciass. 
Mr. Picxerr. The commercial or lower class of beef. 

Mr. Bouurne. You further said that the OPS arbitrarily said that 
there must be a $5.44 spread between live animals of certain grade, 
while in reality no such difference in value exists. 

Did OPS actually set ceilings for live animals in each individual 
transaction? 

Mr. Pickxerr. Congressman, they set the ceiling on the carcass, 
which must be graded by a Government grader. 

Mr. Bourne. In each individual transaction? 

Mr. Picxerr. Each carcass. The processor must comply. The 
statement I made is when his buyer goes out to buy cattle, if he has 
a pen of cattle that are on the border line, or that may not be quite 
up there, I think you know his tendency must be to buy them down, 
because he must comply. They are border-line cattle, but he has to 
drop them a grade in order to protect himself. 

Mr. Botuine. Well, you said that the ceiling price every slaughterer 
may pay applies to the average price of all cattle he buys in an 
accounting period. 

Isn’t that in essence what you said? 

Mr. Picxerr. I don’t remember making that statement. His 
compliance is on the entire purchases for that accounting period. 

Mr. Boturne. Doesn’t he have an amount of flexibility within that, 
since he operates on an accounting period, and not from carcass to 
carcass? 

Mr. Picxerr. From a practical standpoint—I am not in the proc- 
essing business, but from a practical standpoint I have been up and 
down the alleys, many a day, and if I have seen a pen of cattle there 
that he is a little bit doubtful whether they will go into the Good 
grade or not, I know what he is going to do. He will buy them as 
commercial. And I know what that will do to price under this 
set-up. 

Mr. Bo.turna. In other words, the normal business buyer, trying to 
buy at the lowest price possible, and the seller trying to sell at the 
highest price possible, in effect brings the price down to below that 
point. 

Mr. Picxerr. Under normal conditions. The packer, of course, 
would sell those cattle up somewhere around what they are worth, 
under normal conditions. And he will buy them on that same 
schedule. Under this program he is going to have to sell them at a 
grade lower. Therefore, he will try to buy at a grade lower. 

Mr. Burrert. Will you yield? 

Mr. Bouuina. Certainly. 

Mr. Burrert. Is not the grade fixed by the Government meat 
inspector? 

Mr. Pickett. Not the inspector, the grader. 

Mr. Burrert. But he is a Government employee? 

Mr. Picxert. That is right. 

Mr. Burrertr. And a Government employee fixes the grade of 
cattle? 

Mr. Pickett. Yes, sir. 

Mr. Bouuine. Now, Mr. Pickett, one thing which has been dis- 
turbing me very seriously in this whole controversy has been what 
appears to be—in the main perhaps because of the fact that no one 
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wishes to weaken their particular position—an unwillingness to ap- 
proach any of these matters on both a practical and theoretical basis, 
along the line of, perhaps, this: If in a 2-year period controls are 
necessary to stem inflation, we will attempt to work out the best 
method of making those controls fair for all. Are you aware of any 
effort being made in the possible anticipation that the Congress may 
decide that meat has to be controlled along with everything else? 

Are you aware of a constructive endeavor being made by your 
industry—obviously it would have to be in conjunction with the 
people charged by the Government with carrying out such a pro- 
gram—to work out a program that will work? 

Mr. Picxerr. Well, as producers, of course we are interested in 
producing beef, meat, for the consuming public, all we can produce, 
and all they want to buy. 

Our contention is, first, that these price controls in no way control 
inflation—as a matter of fact, they increase inflationary pressures. 
If they would help control inflation, that might throw a different light 
on the subject, but thev do not. 

Mr. Botiina. Mr. Pickett, I don’t want to interrupt your answer, 
but I don’t believe it is an answer to my question. 

My question is: What is the constructive component, providing 
there is price control on meat on a continuing basis, offered by you or 
your industry? 

Mr. Prexerrt. I don’t believe there is any control program that 
can be written that will get the production of beef, and T think that 
is what the consuming public should be interested in, and that is what 
the consuming public is going to suffer from if the beef supply isn’t 
there. 

The thing we are interested in is producing this beef. 

Mr. Bouurne. You are interested in controlling inflation? 

Mr. Picxert. Yes sir. 

Mr. Boturna. You are interested in that? 

Mr. Pickett. Yes sir. 

Mr. Bouurna. If a majority should decide that there must be some 
direct controls imposed to prevent the rise of beef prices at the retail 
level, to the consumer, in other words, would you not then feel that 
there was some necessity, and some burden, on the part of the people 
who know best, presumably those in the industry, to work out a con- 
structive program? 

Mr. Picxetrr. That question is pretty hard to answer, because as 
I stated this morning, I believe I know more about beef than the 
average housewife, and that isn’t any reflection on anyone, but I have 
even had the best meat men in the country tell me that they can’t go 
into a store and determine whether or not the meat is being sold at 
ceiling prices. because there are a lot of things that go into the price of 
meat other than the weight of the package and the price per pound, 
such as trimmings, bone, and all those things, quality, and so forth. 

There is no practical way, in our opinion, to control the price of 
meat at the retail level. 

Mr. Bourne. In other words, Mr. Pickett, you are saying that 


yours is a unique element of the economy which cannot conceivably be 


controlled practically and fairlv? 
Mr. Picxert. I sincerely believe that. 
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Mr. Bouurne. And since you only know that particular business 
you are not in a position to say that any other element of the economy 
is in that position? 

Mr. Pickxerr. I certainly am not qualified to speak for other busi- 
nesses. I feel I am in a small way capable of speaking of mine. 

Mr. Bouuinc. Therefore, within the frame of reference that I laid 
down, there is no constructive attitude, within the framework of price 
controls, which your industry can possibly present? 

Mr. Picxert. | think that is right. I sincerely believe it. 

Mr. Coue.. The gentleman is very facile in his statement. He said 
“a constructive method.” 

Do you want to reexamine your answer in the light of that question, 
Mr. Pickett? 

Mr. Mutrer. Take out the word “constructive.” I think his 
answer will be the same. 

Mr. Coxe. Yes, it might. 

Mr. Mutrer. | think the best answer we can get to Mr. Bolling’s 
question is that since this law has been in effect that industry has made 
no effort to cooperate with the agencies set up to control the situation. 

Mr. Cote. | think they have made the greatest effort that any 
industry in this country has evermade. Let’s try to find out the facts. 

Mr. Murer. Let him tell us what they have done, then. 

The CHarRMAN. That is one of those questions we can’t decide 
here. Let’s proceed. 

Mr. Picxerr. Mr. Chairman, I would make one statement in 
answer to that. We as a group of about 20 organizations, interested 
in livestock and meat, have met several times, and have studied this 
problem very carefully and in detail, and our conclusions that there is 
no method to handle the problem by controls. 

The CHarRMAN. You may stand aside. 

Mr. Mutter. Mr. Chairman, I will be through with him in less 
than two minutes. May I have the witness for two minutes? 

Mr. Corie. May I ask first, Mr. Chairman, whether the chairman 
is going to impose the five-minute rule? 

The CHarrMANn. I am going to impose the five-minute rule from 
now on. 

There are a great number of witnesses to be heard, and we will not 
be able to hear them unless we do impose a rule of that kind. So 
we are going to impose the five-minute rule. 

If you want a minute or two, Mr. Multer, you may procced. 

Mr. Mutter. Thank you. 

Mr. McDonovau. Mr. Chairman, I have had no time at all. 

The CuarrMan. We can’t help that. You got in too late. 

Mr. Coxe. Now, Mr. Chairman—— 

Mr. McDonoveu. Well, I don’t know that you can overrule me 
for that reason. 

The CHarrMan. Well, everybody was recognized that was here, 
then Mr. Bolling said he wanted the witness to come back, and we 
brought him back for interrogation by him. If you had been here this 
morning you would have been recognized. 

Mr. McDonovueu. If we are operating under the rules of the 
House in committee, Mr. Chairman, I could raise an objection to 
Mr. Multer taking more time than he has already had, which I don’t 
intend to do. 





902 DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


The CHarrMaANn. Well, how much time do you want, Mr. 
McDonough? 

Mr. McDonoven. All I want is the chairman to recognize me. 
I will not exceed five minutes. 

The CuarrMan. All right. 

Mr. McDonovucu. I may not take that much time. I don’t 
object to Mr. Multer taking time. 

The Cuarrman. All right, we will recognize Mr. Multer for a 
minute and a half and we will then recognize you for not exceeding 
five minutes. 

Mr. McDonoveu. Thank you. 

Mr. Murer. The only reason I am asking for this time now is 
because of the challenge that Mr. Cole threw out a little earlier 
during the course of the examination of this witness, and I want my 
position made perfectly clear. 

I think it is the position of the majority of the committee that the 
place to present your facts and figures if you think there is anything 
wrong with the administration of price control is to the price control 
agency. 

This committee is supposed to be determining and gathering facts 
and figures to determine whether or not the Defense Production Act 
should be continued, and how it should be amended. Any com- 
plaints, any facts and figures which show that the Price Control 
Administrator is not fairly setting prices, should be submitted to the 
Price Administrator, and he should be given the first opportunity to 
make any correction that may be needed if there is any. 

Now, that is the answer to the challenge by Mr. Cole. We are not 
going to undertake in this committee to show you where your facts 
and figures are wrong, which you present to us. We will take them 
and examine you in the light of them, but if you really are honest 
about your conviction about these facts establishing your case, and 
that you are going to lose money under this price-control program of 
Mr. DiSalle and his agency, you ought to go there first and present it 
to him, and he has the staff and the facilities and the time to deter- 
mine whether your facts and figures are correct or not, and has the 
power of subpena, too, so he can take this proof under oath and 
show you where your facts and figures are wrong and why his order is 
right. 

Mr. Coir. Yesterday you were complaining that there were no 
witnesses presenting facts and figures. Now we have presented a 
witness with facts and figures and you haven’t cross-examined him. 

Mr. Bouuine. Mr. Chairman, on that point, I disagree flatly with 
the statement of Mr. Cole. 

Mr. McDonoven. Mr. Chairman, I don’t think it is fair to impugn 
a witness who came here to assist the committee in trying to arrive at a 
conclusion, on whether he was misguided in coming here to offer the 
aid he is offering to the committee, or whether he should go to Mr. 
DiSalle; that is not a part of the question. 

The important thing is this man spent his time and effort to come 
before this committee to offer the committee some aid in arriving at a 
conclusion. 

Mr. Mutter. Mr. McDonough, you were not here when Mr. Cole 
threw out that challenge. It wasn’t the witness who made the 
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challenge. But I don’t want the witness to assume that unless we 
prove his figures wrong he has made out a case. 

Mr. McDonovau. Well, I don’t think any witness—— 

Mr. Cots. I repeat the challenge and stand by it. 

Mr. McDonovau. I don’t think any witness, unless he is out of 
order in his remarks, should be impugned before this committee for 
offering to aid the committee. That isn’t what I asked the time for. 
I don’t 

Mr. Mutter. The committee—— 

Mr. McDonoveu. I don’t yield any further, please. 

The Cuarrman. All right. 

Mr. McDonovau. I just want to ask the witness a few questions. 

Mr. Pickett, just before the OPS order went in on live cattle, was 
there excessive buying in the market, and was the price abnormally 
high on cattle? Was it forced up by any condition of the market? 

Mr. Pickerr. What type of cattle are you referring to? 

Mr. McDonovueu. Well, beef cattle. Feeder cattle. 

Mr. Pickerr. The only way I could answer that question, Mr. 
Congressman, would be to say that the cattlemen take the cattle into 
the market and they sell them to the highest bidder, and there was 
someone there who thought they were worth the money or they 
wouldn't have bid the price and paid it. 

Mr. McDonoveu. Do you know of any condition in the market at 
the time that forced the price of the cattle up, at that particular time, 
or just previous to that time? 

Mr. Pickett. No, I don’t. 

Mr. McDonoveu. In other words, vou mean that the market was 
normal at the time the OPS ruling went into effect? 

Mr. Pickerr. Well, a normal market is whatever the competition 
on the market offers. 

Mr. McDonovueu. Yes. Well, I mean to say, there was no abnor- 
mality about the market at that particular time? 

Mr. Pickerr. Not that I know of. 

Mr. McDonovucu. What do you call yourselves, feeders, cattle- 
men, or what? 

Mr. Picxerr. Well, there are several types of operations. 

Mr. McDonoveu. Well, are the men affected by the OPS ruling 
on meat objecting to the OPS ruling because they will not be able to 
make excessive profits in the production of their product for the 
market? 

Mr. Pickxertr. The answer to that would be “no.” 

Mr. McDonovau. All right. Then the objection on your part is 
not because you are going to make excessive profits, you are not going 
to make excessive profits, and you are not coming here asking relaxa- 
tion of the rule on that score. 

On the other hand, if the rule goes into effect, will you be subject 
to a loss in the production of livestock? 

Mr. Picxetrr. As I pointed out this morning, and as I mentioned 
in my statement, many cattlemen will suffer a direct loss of dollars. 
Others, who have cow herds and grow their calves as a means of 
marketing their grass and rough feed, of course, will just naturally 
have a roil-back in their income—their wages, if you please. 
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So there are two different classes of operators. The man who has 
cattle that he has purchased, and put in a lot, and has put grain and 
feed into them, will take an actual loss. 

Mr. McDonovenu. What percentage of the feeders are in that 
position? 

Mr. Pickett. I will not be able to answer that question. 

Mr. McDonovau. Half? 

Mr. Picxerr. It is a little hard to answer. There are various 
conditions. Some are in both operations. 

Mr. McDonovuau. There are some, however, who continue to feed 
on roughage and never go into the feed lots? 

Mr. Pickerr. Certainly, many of them. 

Mr. McDonoveu. Can you tell me what percentage of the total 
amount that go on the market feed from roughage and what per- 
centage from the feed lots? : 

Mr. Pickerr. Most cattle are feed-lot cattle. 

The others are grown, many of them, until they are 2 years old, 
and higher, so it is graded all along the line. 

Mr. McDonoveu. Your conclusion is that the OPS ruling is going 
to cause a loss in the operating costs to a large number of the feeder 
cattle? 

Mr. Picxerr. There is no question about that. 

Mr. McDonoven. Or to those who prepare feeder cattle for the 
market? 

Mr. Picxerr. No question about it. 

Mr. McDonoveu. And if the order is not relaxed there will be a 
shortage of meat on the market, as far as the public is concerned? 

Mr. Picxerr. That is something that, as I mentioned this morning, 
you have to analyze. Since it takes, say, 3 years to produce a beef 
animal till he is ready for market, what we do now may not be felt 
for 2 years. Our numbers are high, and we might be—— 

Mr. Burretr. We would get more temporarily. 

Mr. Pickzrr. We might start slaughtering these, and fail to replace 
the females, and it might take 2 or 3 years before we felt the full effect 
of this thine on the cattle business, as far as numbers and total poten- 
tial production of beef are concerned. 

The point now is, under present conditions, the people who buy 
cattle to feed, and feed them 3 to 6 months, are just not putting 
any back into the feed lot. That is a fact I think that can be defi- 
nitely substantiated. 

The CHarrMAN. Your 5 minutes are expired. 

Mr. McDonoveu. That stopped at the time when the OPS ruling 
went into effect. 

Thank you, Mr. Chairman. 

The CHarrmMan. We are glad to have your views, Mr. Pickett. 
You may stand aside. 

Mr. Picxerr. Thank you for the opportunity of presenting these 
facts on beef production. 

The CuHarrMan. Call the next witness, Mr. Clerk. Now we are 
going to enforce the 5-minute rule, and it is going to be enforced. 
Mr. Coir. May I ask as a matter of parliamentary inquiry—— 

The Cuarrman. If it is not enforced your witnesses are not going 
to be heard. 
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Mr. Cote. Does that mean that the member must be in his chair 
when he is called or he will lose his turn? 

The CuHairMANn. Absolutely. That is the only fair way to do it. 
If we have not concluded with a witness, and a member comes in he 
will be recognized. But here we had concluded with this witness, and 
then a member comes in and asks to be recognized. I do not want to 
be arbitrary but I think we must proceed in that way. Call the 
next witness. 


Mr. Hatyanan. Mr. Ray W. Willoughby. 









STATEMENT OF RAY W. WILLOUGHBY, PRESIDENT, TEXAS & 

SOUTHWESTERN CATTLE RAISERS’ ASSOCIATION ACCOM- 
PANIED BY NORMAN MOSER, JACK ROACH, AND JOSEPH G. 
MONTAGUE 









Mr. Witiovauey. I have a few of my friends with me in the same 
kind of business, I hope you do not object to them sitting around the 
table with me, Mr. Chairman. 

The CHarrmMan. Not at all. You may proceed with your state- 

' ment, Mr. Willoughby. 

: I merely want to say that the day is devoted to the interests of the 

, cattlemen, and I think you should consider the fact that unless we 
expedite the hearing, and also you make your statements reasonably 

- short, the other witnesses will not be heard. 

: Mr. Wiitiovucusy. We will be governed by your ruling, Mr. 

© Chairman. 

My name is Ray W. Willoughby. I live in San Angelo, Tex., and I 

am president of the Texas & Southwestern Cattle Raisers’ Association, 

which is an organization of beef cattle producers. While most of our 
members are range cattle producers, we do have a representative 
group of cattle feeders in the organization. 

The problem to which you are now giving attention is the question 
of whether or not the Defense Production Act of 1950 should be 
extended beyond its expiration date of June 30, 1951, and if it is to be 
extended then in what form such extension should be enacted by the 
Congress. 

It is to this problem that we address ourselves at this time. Since 
we are cattlemen we are confining our remarks to an expression of the 
attitude of cattlemen. 

In order to approach this problem logically and intelligently, it is 
appropriate that we review the record and appraise the present 
situation. We realize that the basic problem is the correction of the 
trend toward inflation in this country. 

This same problem confronted the Congress in the summer of 1950. 
Obviously, at that time the Congress concluded that the proper 
method of approach was through the medium of the restrictive type 
of legislation enacted in the form of the Defense Production Act of 
1950. But the conclusion that the Congress reached at that time was 
not then intended to be a lasting or permanent answer, evidence of 
this thought being contained in the 1-year limitation placed upon the 
life of the act of Congress. 

Since the law has been in effect for approximately 1 year, and since 
the same identical basic question is now again—or rather, is still before 
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the Congress and the country, it is but common sense that the present 
situation be studied with great care and that an analysis of these 
present conditions be made to determine whether or not the past 
approach is the proper one. 

ven a casual reading of the Defense Production Act of 1950 would 
convince anyone of the fact that the Congress, in passing that act, had 
in mind the fact that production must be expedited and increased. 
In the Declaration of Policy, which is section 2 of the act, the following 
language appears: 

It requires expansion of productive facilities beyond the levels needed to meet 
the civilian demand. 

And all of title III of the act deals with the problem of expediting 
and increasing production. With reference to agriculture, the Con- 
gress went even further in writing into the act the following language, 
in section 401 of title IV thereof: 

It is the intent of Congress that the authority conferred by this title shall be 
exercised in accordance with the policies set forth in section 2 of this act, and in 
particular with full consideration and emphasis, so far as practicable, on the main- 
tenance and furtherance of the American system of competitive enterprise, in- 


cluding independent small-business eapeegeiase, the maintenance and furtherance 
of a sound agricultural industry * * 


The production of beef cattle is one branch of agriculture and we 
believe that when the Congress emphasized its interest in maintaining 
a sound agricultural industry our branch of that industry was encom- 
passed in the declared intent of the Congress. 

It is clearly evident that, in enacting this law, the Congress desired 
to secure increased production and, in language that cannot be misin- 
terpreted, provided that the administration of this law should be 
carried out so that this emphasized purpose would be accomplished. 

The specific measure before you is the administration’s request for 
the extension of the Defense Production Act as contained in the two 
proposals for legislation identified as S. 1397 and H. R. 3871. Insofar 
as our industry is concerned, this proposed legislation has the following 
ae -* proposals: 

. The proposal to extend the act for a 2-year period, ending June 
30, 1953. 

2. The proposal to authorize the use of subsidies in the agricultural 
field, including livestock. 

Authority to purchase foreign agricultural products at the world 
market and resell them at a loss in this country. ‘This being a subsidy 
to foreign producers. 

4. Authority to freeze parity on agricultural products for a period 
of 1 year. 

We are opposed to each and all of these specific proposals. Our 
reasons for such opposition will be made plain in this statement. 

It is our experience derived from living under the provisions of the 
present Defense Production Act and our vivid recollection of conditions 
that existed under OPA, coupled with our intimate knowledge of our 
own business that forces us to the conclusions we have in these matters. 

While we know that the Congress wanted to encourage an increase 
in production, which increase is badly needed in this country, we also 
know that the agency entrusted with the duty and the responsibility 
of administering the act has not approached the discharge of its duties 
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with any realistic attitude calculated to accomplish the purpose of the 
act. 

The Office of Price Stabilization has issued Ceiling Price Order No. 
23 by the terms of which the following results are supposed and desired 
to be accomplished: 

1. Roll back the prices that slaughterers may legally pay for live 
cattle by an amount announced as being 10 percent on all cattle, but 
which actually is now 18 percent on the lower grades of cattle. 

2. Provides for another roll-back of 4% percent on such prices 
effective August 1, 1951. 

3. Provides for still another roll-back on such prices effective 
October 1, 1951. 

To imagine that such an order which reduces the return that 
producers might legally get for their products will increase production 
is a plain absurdity. To even suspect such a result would be silly. 

This referred-to regulation will have exactly the opposite effect from 
that announced by the Administrator and an effect directly opposite 
to the result desired by the Congress. We will establish this fact. 

There are two major steps in the production of beef. In the first 
place beef animals must be produced and then, after they are pro- 
duced on the range meat must be put on their bodies. We range 
people produce the animals. Cattle feeders accomplish the second 
phase. 

I would like to discuss first the operation of feeding cattle in order 
to increase the tonnage of beef. 

Iam not a cattle feeder, though I do produce animals that go to the 
feed lots for finishing. I will not attempt to tell you, from experience, 
the position of the feeders, but, in an effort to obtain for you the exact 
facts relating to feeding operations in Texas I have assembled as much 
thoroughly reliable information as I can obtain. I have secured 
detailed reports covering 10 actual feeding operations in Texas. 
These records are furnished to me by extension service agents and by 
the Agricultural and Mechanical College of Texas. Each report is in 
complete detail and can be exhibited to you if you desire to see it. 
I have made a calculation from these reports and find that the average 
cost incurred by these feeders for each pound added to the weight of 
the animals being fed was 43.45 cents. These animals all graded 
Choice and the ceiling price at Chicago, as established by CPR 23, 
is 34.20 cents per pound, liveweight. Therefore, if these animals had 
to be sold under the operation of this order the feeders would have 
lost, on an average, 9.25 cents for each pound of added weight resulting 
from such feeding operations. 

The figures stated above do not cover (1) labor expended in the 
feeding operation; (2) selling and transportation cost; (3) capital 
investment in feeding lots and equipment; and (4) death loss. If these 
proper items were added to the total the loss would be considerably 
more. Furthermore, the ceiling price of 34.20 cents is the ceiling 
applicable for Chicago. The actual ceiling applicable in Texas is 
approximately 2 cents less than that Chicago figure. Therefore, the 
actual loss would easily amount to 12 cents for each pound of weight 
added by the feeder. 

You have had, or will have before you many actual cattle feeders 
from different sections of the country and these gentlemen are far 
more competent to discuss the problems of the feeders than I am. 
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However, since none of those present operate in Texas, I believed it 
appropriate to give you the result of my investigation into this matter. 

With feeders facing an inevitable loss for each pound of weight 
added to an animal, I cannot understand the Administrator’s state- 
ment that CPR would not only maintain the present rate of beef 
production, but that it would actually increase production. The 
opposite effect is certain. Obviously, the order or regulation will be 
in direct contradiction of the expressed and emphasized will of the 
Congress. 

Now, if I may, I would like to discuss the effect of CPR 23 on the 
range operations where the live animals are raised. 

In the first place the regulation—or rather the statement of con- 
siderations accompanying the regulation and the further statements 
of the Administrator relating thereto, are most misleading. 

By these statements the Administrator announced that the roll- 
back amounted to 10 percent on the price of live cattle. Actually, 
on the kind of cattle [ produce and such as produced on practically 
all range land, the roll-back amounts to 18 percent now, with two ad- 
ditional roll-backs of 4% percent each to come at later dates. If 
10 percent in the present order means 18 percent reduction in price for 
our cattle now, and if the same proportion is carried out in later 
orders, then the actual, ultimate announced roll-back would amount 
to 34 percent and not the 19 percent announced. 

It is not believed that, in relation to our cattle, the regulation is a 
fair administration of the law or even an attempt to carry out the will 
of the Congress. 

We would like to give you some accurate statement of the cost of 
production involved in range cattle operations. It is impossible to 
furnish any figure that would be a reflection of the costs of any person 
other than the individual making the statement. We know of no 
Government agency that is willing to offer a statement as being of 
national significance. I shall give you a statement of the actual costs 
involved in the production of a range animal in the area where I 
operate. There are so many divergent factors to be considered such 
as geography, range conditions, weather, nearness to market, and a 
thousand and one such matters that such a statement cannot help 
but be individualistic. But, because I believe you are interested in 
this subject and because you have been promised some such figure, [ 
will do my best to supply you with my cost of production in relation 
to the type of animal mentioned. This.evidence will be offered at 
the conclusion of my statement. In addition to my statement as to 
production costs, there is tendered to you the evidence of these gentle- 
men here with me, each of whom is a range producer. 

All of this evidence establishes the indisputable fact that the Office 
of Price Stabilization has, by CPR No. 23, attempted to establish 
ceilings on our cattle that are below the cost of production. 

From the foregoing it is obvious that if CPR No. 23 is to be kept 
in effect, and it will be, as such an announcement has been made by 
the Administrator and other high-ranking officials, then both types 
of beef cattle producers, that is, the feeders and the range producers, 
will be denied a fair margin of profit on this investment and for their 
labor. In fact, they are evidently expected to operate at a positive 
loss. 


[oe Os lt 
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Subsection (3) of section 402 of title 1V of the Defense Production 
Act of 1950 has the following pertinent language: 

The President shall give due consideration to affording equitable treatment to 
all producers of the commodity for which the ceiling is being established. 

We respectfully submit that CPR 23 violates the quoted provision 
of the law just as it clearly violates the expressed and emphasized 
intent that the Congress had when the law was enacted. 

There is one further feature about regulations in force applicable 
to our industry about which I would like to comment. I refer to the 
quota regulations. 

By these regulations the slaughterers of livestock are limited in 
their productive effort—because processing live animals into meat is 
something like production. Quotas are fixed for each slaughterer, 
such quotas being based on his previous operations. Since the coun- 
try needs the meat and since it must be handled through licensed 
slaughterers no such limitation is warranted. In fact, the opposite 
rule should prevail. The individual slaughterer should be encour- 
aged to process as many animals as he possibly can so that more 
meat may be available to fill the demand. And this quota system 
operates to the injury of cattlemen. A slaughterer may well fear 
that he will have difficulty in securing cattle to fill his quota in any 
given accounting period. Inspired by this fear, all slaughterers will 
at the beginning of such accounting period, buy all the livestock they 
can get and rush their slaughtering operations. Toward the end of 
the period the slaughterers will have exhausted their quotas and will 
not be on the market. This will cause a glut on the market.  Live- 
stock willbe on the stockyard with no buvers to take them. This 
will be a bad situation for cattlemen to face. We faced a similar 
situation under OPA and we know what we may now expect. In 
fact, the only purpose that quotas can serve is punitive in its nature. 
Slaughterers violating any provision of any regulation may be pun- 
ished by loss of quota. We believe that, in case of.such violation, 
the punishment should not be visited on the cattlemen who put their 
stock on the market. We know that the order provides for adjust- 
ments of these quotas upon application being made to the agency and 
proof of necessity offered. But, if vou have ever had experience with 
Government action on similar applications, you know that such relief 
will be slow in coming. In the meantime, what would happen to the 
cattle? 

It is hardly necessary for me to comment on the changes asked for 
in the law, but we do not wish to avoid such comment. 

In the first place we strongly object to the 2-year extension of the 
law. In fact, we believe that the storv we have told and which we 
are ready to verify, demonstrates that there should be no extension of 
authority to exercise controls such as are attempted in CPR No. 23. 

The second and third proposed changes both relate te the request 
for authority to employ subsidies. One relates to subsidies to for- 
eign producers and the other relates to subsidies to domestic producers. 
We are emphatically and eternally opposed to any and all such plans 
and hope the Congress will deny all such requests. We have always 
opposed the subsidy plan. J believe and 1 hope we always will do 
so. We have not forgotten our experiences with similar plans that 
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were forced on us. We had a lot of that. experience—all bad. We 
want no more of it. 

And the fourth particular request for a change in the law dea!s with 
the request for authority to freeze parity on agricultural products for 
a year at atime. Any reference to parity in relation to beef cattle 
is, in reality, irrelevant. The Administrator and the Secretary of 
Agriculture both, in commenting on this section of the proposed 
legislation, have said that it is fair because that is the system used in 
administration of price supports. Since cattle have never had a price 
support, this argument of these gentlemen was and is wholly extrane- 
ous and impertinent. And for the same reason any joint reference to 
parity and cattle is beside the point and immaterial. 

One further comment on the situation is appropriate. Our memo- 
ries are not so short that we have forgotten the experiences we had 
under OPA. We can all remember the conditions that then existed. 
Under regulations not greatly dissimilar to the ones now promulgated 
by OPS we saw large charts in the butcher shops on which the legal 
prices were posted—but these prices were like warrants for dead men— 
there was no meat. Those of you now on this committee who were 
here in those days can recall the never-contradicted evidence so 
dramatically presented to you which proved that 86 percent of the 
meat of this country was being marketed illegally. Empty butcher 
shops in the cities were the rule, and if you were lucky enough to find 
some meat you had to pay far beyond the ceiling to get it and very 
likely it was of inferior grade. 

CPR 23 will inevitably develop just such a situation. And beyond 
that, rationing will most certainly follow closely behind present 
regulations. And who is there with a sane mind who wants*ationing? 

There is one further quotation I would like to give you from the text 
of the Defense Production Act of 1950. In subsection (c) of section 
402 of title 1V the following language was used by the Congress: 
the President shal also give due consideration to the national effort to achieve 
maximum production in furtherance of the objectives of this act. 

It is our opinion and position sat, in the administration of the law 
enacted by the Congress, the Office of Price Stabilization has violated 
this quoted section of the law, as well as the intent of the Congress, 
in that, by its regulations, it has: - 

1. Positively reduced potential and actual production. 

2. Failed to utilize actual production or the facilities for production. 

3. Harmfully disrupted the system of distribution. 

This brings us to the ultimate consideration, which was the problem 
outlined at the start of this statement: Is the Defense Production 
Act the best weapon we can use to combat inflation? 

We believe the answer is “‘No”’ insofar as title IV of that act has 
been interpreted as authorizing regulations such as CPR 23 is con- 
cerned. We know that price administration, as practiced and as 
promised, has had exactly the opposite effect to that expressly desired 
by the Congress and the American people. We know that the changes 
in the law requested of you by the administration, especially the 
authority to use subsidies, will add to the inflationary trend. There- 
fore, it is our judgment and recommendation that the authority to 
make the ineffective, harmful, and dangerous approach to the problem 
of inflation as attempted to be exercised in CPR 23 be allowed to 
expire. Cattlemen will gladly act as pallbearers. 
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Now, Mr. Chairman, and gentlemen of the committee, may I say 
to you gentlemen, our story 1s the story of production. 

In the production of beef there are two major steps. 

First is the breeding and range raising of cattle and second is the 
feeding of cattle to increase weight and improve the grade of the beef. 

With reference to the second phase, may I point out that in my 
statement I have told you what I have done to get the facts relating 
to cattle feeding in Texas. 

From our agricultural and mechanical college and from the Exten- 
sion Service I have secured detailed statements of costs incurred in 
10 feeding operations, in 10 widely scattered parts of Texas. 

From the Plains to the Gulf and from the Red River to the Rio 
Grande, these figures show that on the average for each pound of 
weight added to the fed animals, the feeder’s cost was 43.45 cents. 

Now in this instance these were cattle that were fed for more than 
300 days. They were bought a long time before there was any talk 
of any OPS or any roll-back or what not, and there were some prices 
awarded to feeding of these cattle, and one of the stipulations was to 
see how cheap cattle of this character could be fed. 

Since the ceiling price, Chicago basis, for the type of cattle produced 
by these feeding operations as fixed by CPR 23 is 34.20 cents per 
pound the feeders on these above operations would lose 9.25 cents 
for each pound of weight so added. 

Hence, it is obvious that CPR 23 will stop feeding operations in 
Texas, and thus cause a substantial loss in beef production. 

Now, if you please, I would like to get into the other production 
story, the cost of range production. That is where you have a 
breeding herd of cows, where you.produce these calves and get them 
ready to go into feed lots to make beef. 

We have selected about five or six practical, actual operations, 
scattered over various sections of Texas, northeast Texas, south 
Texas, the Pan Handle, central Texas, the Big Bend—and I might 
add that we have about 11 percent of the beef cattle in the Nation 
in Texas. 

I have taken an operation, here, of the small producers. Most of 
our members are made up of small producers. The actual average 
rendition, in our association, is 170 head. I would say 90 percent of 
them are less than that. 

I have taken an operation, here of a man with one section of land, 
640 acres, where he runs 30 cows. Now if you would like me to break 
these figures down and give you the actual cost, I will be happy to 
do that, or we will file them for the record, and the committee is at 
liberty to ask us any questions they see fit. 

Mr. Co er. I ask that they be filed in the record, Mr. Chairman. 

Mr. Brown. Let him give us one sample. 

Mr. Cote. Yes, sir; that is better. 

The CuarrMAN. You may insert it in the record, if you desire. 

Mr. Wititovcupy. Well, I would like to give you one sample of 
these figures and then this committee is at liberty to tear them apart 
or shoot at us and ask us questions. 

Mr. Mutter. Do you have copies of those figures for each of the 
members of the committee? 
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Mr. Wittoveusy. Well, I think we have only about a dozen but 
I will have them prepared and give a copy to each member of the 
committee. 

Mr. Gamsuie. Will you do that. 

Mr. Mutrer. That is not going to permit us to examine the 
witness about them, Mr. Chairman. 

The CuarrMan. Let him read them, then. 

Mr. WitLtoveusy. All right. 

Here is a man on a one section proposition, 640 acres of land. 
He figures his land is worth $30 per acre, which is conservative. 
I have given him a value of $19,200. 

He figures his cows are worth $250 a head, which is very conserva- 
tive, $7,500. 

One bull to service these cows, $500. 

The cost of his ranch equipment, $3,000. 

He has an invested capital of $30,200. 

His production costs are as follows: Interest on his capital at 4% 
percent, $1,359. Depreciation on his breeding stock, $1,000. 

Depreciation on equipment, 10 percent, $300. 

Taxes, 30 cents per acre. 

He is in a territory where the taxes are pretty high. 

Labor, $1 per head per month. That is on his 32 cows, $372. 

Feed, $425. 

Medicines, vaccines and so forth, $31. 

Miscellaneous, $200. 

Calf production—and he figures on 90 percent, generally, and that 
is away above the average. He would get 27 calves. To produce one 

‘alf of 400 pounds, costs him $35 and 90 cents per hundredweight to 
produce that calf. 

After a 10 percent roll-back on $35, that is back to $31.50. After 
the first roll-back he would have a loss of $17.67 per head and after 
the second roll-back, $30.27 per head. 

Now, I can give you other actual operations, if you wish. 

Mr. Brown. I suggest he file the rest of them, Mr. Chairman. 

Mr. Gamsue. Are they all about the same, sir? Do they all run 
about the same? 

Mr. WitiovGusy. They will run close to 35 cents. One of them 
runs a little higher, one of them a little lower. 

Mr. Cote. What do you mean, ‘35 cents’’? 

Mr. WitLovenusy. Thirty-five cents per pound at 400 pounds 
weaning age, when he is fit to go in his feed lot to make beef. 

Mr. Cote. Do you mean loss? 

Mr. WrtLtovcusy. No; it costs 35 cents a pound to produce this 
calf. 

Mr. Gampie. What would the roll-back amount to there, on the 
35 cents basis? 

Mr. WitLoveusy. After the first roll-back it would be $17.67 per 
head, on a 400 pound calf. 

Mr. GAMBLE. Loss? 

Mr. Wittovuanesy. Loss, 

After the second roll-back it would be $30.27 per head, loss. 

Mr. Gamsue. Then would you add those two losses together, 
then? Does that $30 include the $17? 

Mr. WiLLovuausy. Yes, sir. 
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Mr. Brown. What is your profit before any roll-back? 

Mr. Wittovensy. That particular man— —well, he would be getting 
probably about 3 or 4 cents—he is probably getting about 10 or 12 
cents per head, profit, on his calves. 

Mr. McKinnon. You mean $10 or $12 per head? 

Mr. WiLLoveusy. Yes, sir; on a 400-pound calf. 

The CyarrMan. That wasn’t an actual loss, though, was it, Mr. 
Willoughby? 

Mr. WitLovcusy. No, no. That was the profit before the OPS 
went into effect. 

The CuarrmMan. What was the profit? 

Mr. WitLoveusy. | don’t believe I understand. 

The CHarrMAN. What was the profit? 

Mr. Brown. He gave us the profit before the roll-back. 

Mr. WitLouGcusy. That was the profit before the roll-back. 

Mr. McDonovenu. Make that point clear. In other words, the 
profit before roll-back was about $12 per head, you said? 

Mr. Wit.ovensy. No, about $10 or $12 per head. 

Mr. McDonoveu. And with the first voli beick he loses how much 
of that $10 or $12? 

Mr. Wittovensy. Well, he loses all of that. He loses $17.67. He 
loses all of that, and $5 additional. 

Mr. McDonovau. He loses all the profit on the second roll-back? 

Mr. WitLovanpsy. Yes, sir; and $5. 

Mr. McDonovau. On the second roll-back, what does he lose? 

Mr. GamB_te. A total of $30, that is, he isin the red. That is what 
we are trying to bring out. 

Mr. Wittoveusy. Exactly. 

Mr. McDonoveu. All right, you have a $12 profit, and then he 
gets in the red for $30 or he has a loss of $30, so he is in the red for 
the difference between those. 

Mr. WitLovuGuey. Yes, sir. 

Mr. McKinnon. You mean to say this, that without the roll-back 
he is going to have a $10 to $12 profit per head, with the roll-back he 
will lose $17.67. 

In other words, a $5.67 loss as against the $12 profit? 

Mr. Wiittoveusy. Yes, sir. 

Mr. McKinnon. On the second roll-back, he will have a loss of 
about $18; is that not right? 

Mr. Burrerr. That is not right. 

Mr. McKinnon. That is what he said, I think. 

He has got a $12 profit to start with. When it is rolled back the first 
time he is going to have a $17 difference, or a $5.67 loss, if the cow 
originally nets $12. 

Mr. McDonowau. Right. 

Mr. McKinnon. After the second roll-back he is going to lose $18 
although the net change will be a $30 net change, but the loss is $18, 
according to Mr. Willoughby’s statement. 

Mr. McDonovau. That is right. 

Mr. GamBue. That is what I was trying to clear up. 

Mr. McKinnon. We are just trying to understand. 

The CuarrMan. I suggest you go on with your statement and then 
we will interrogate you, because as I understand, the general debate 
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concludes on the bill which is being considered in the House at 3:30 
and they start on the 5-minute rule, and we will have to suspend. 

Mr. Murer. Mr. Chairman, may we have the weight of the head 
of cattle he is talking about, that he is going to suffer this loss on? 

Mr. WriLtoveusy. Four hundred pounds. 

Mr. McDonoven. That is roughage, not feeder cattle. 

Mr. WittovGusy. That is a calf at weaning age. 

Mr. Mutter. You feed this cow, and put all this feed into it and it 
still weighed only 400 pounds when you sold it? 

Mr. WitLtovausy. No. 

Mr. Mutter. Well, you have got it charged in your expenses that 
way. You have got feed in there. 

Mr. Burrerr. That is pasture for the mother, and so forth. 

Mr. Donovan. Mr. Multer, you have to have land to feed cattle. 

Mr. Mutter. Yes, sir, and he also depreciates his stock and every- 
thing else, and it is still 400 pounds after feeding it. 

Mr. McDonovucu. You misunderstand the witness. He is telling 
you this is cattle that has not been put in a feeder pen and fattened. 

Mr. Mutter. I don’t care where it was. If he keeps the cow alive 
it either gains weight or loses weight. 

Mr. WititoveHsy. Mr. Congressman—Mr. Chairman, ask the 
Congressman to direct his question to me. 

The CHatrMAN. Let the witness proceed. 

Mr. Coxe. Proceed any way you want to. Go ahead. 

Let’s have regular order and let’s let the witness proceed. 

The CHatrrMaANn. Proceed, Mr. Witness. 

Mr. Wittovexrsy. Mr. Chairman 

Mr. Mutter. I would like to have the answer. 

Mr. WitLovenusy. I would like each member of the committee to 
direct his question to me, Mr. Chairman, and I can answer it in a 
direct manner. : 

Mr. Mutter. I think you are competent to do it and the members 
should not interrupt you. 

Mr. WitLovausy. Do you have a question, Mr. Multer? 

Mr. Mutrer. Yes, sir. I would like to have you explain the cost 
of producing a calf, on the basis of 640 acres of land, with 30 cows and 
1 bull. 

I would like to know what the weight of that calf is when you start 
with it and what its weight is at the time you figure it will be disposed 
of in accordance with the roll-back, when you are going to lose, first, 
the 10 percent on the roll-back and then 9 percent on the roll-back. 

In other words, the weight of that cow before the roll-back, after 
the first roll-back, and its weight after the second roll-back. 

Mr. WiiLovucuHey. All right. 

Now, will you bear with me just a minute? 

Mr. Mutter. Surely, I will. 

Mr. WitLovansy. This expense that we have put forth here is for 
that calf’s mother, that it takes to take care of her over a period of 
12 months to produce this calf. 

This calf is salable and suitable to go into a feed lot at weaning 
time, at the age of about 7 or 8 months and he will weigh an average 
weight of 400 pounds. 

It has cost us, in round figures here, 35 cents per pound to produce 
that calf. 
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Mr. Mutrer. At a weight of about 400 pounds? 

Mr. WitLovanpy. Yes, sir. 

By simple division there, you see, we have spent $140, and the 
calf weighs about 400 pounds. It might be 390 or it might be 400. 

By a simple proposition of division you have 35 cents. 

Mr. McDonovcu. It isn’t the same head of cattle at the second 
roll-back; that is another cattle. You asked what it would weigh 
after the second roll-back. 

Mr. Mutter. Maybe I am a little dense or my economics are 
wrong, but if you are going to try to give us figures on what it cost 
to produce that 400-pound calf, you tell us what it cost you and you 
tell us you are going to dispose of that at 400 pounds. 

Mr. Wittovaupsy. It is out of my hands then. 

Mr. Mutter. Well, you are not going to take a loss on it next 
August. 

Mr. WitLtovucusy. No. Mr. Pickett and these other feeders will 
own it then. 

Mr. Mutrer. That is right. 

Mr. Wituoveusy. Sure. But whenever I have to take less than 
35 cents a pound, for that particular calf, I am losing money, as a 
producer, a range producer. 

Mr. Mutter. You mean, if vou had to produce that 400-pound 
ealf, at $35.90 per hundredweight—-and that is what it is going to 
cost to do it as of the date of the first roll-back—then you are going 
to lose money on it? 

Mr. Wititovausy. Yes, sir. 

Mr. Mutrer. And if you let it go through that same procedure as 
of the date of the second roll-back and dispose of that calf being 
produced, at that time, you are going to lose more money? 

Mr. Wittovcupy. Mr. Congressman, I am not going to go through 
that feeding proposition. I dispose of that calf, at 400 pounds. I 
am arange producer. Iam the grass-roots man. Iam the man with 
the 32 cows. 

Mr. GamBue. Do you get less for your product because the buyer 
anticipates that there is going to be a roll-back and he has got to take 
less? 

Mr. WitLoveusy. Why, yes, sir, as Mr. Pickett brought out here, 
he is not going to pay an exorbitant price for these. 

Mr. Brown. Explain the second roll-back. 

Mr. Wittovenrsy. All right. 

The second roll-back is 44 percent more on August 1 than it was 
whenever this thing went in, and the man who has this calf, in that 
feeding lot, he has still got him there, he is still feeding him, he is going 
to have to sell him to the packer at less price, and he is going to lose 
more money. 

Mr. Brown. But you are not losing that. You sold him before. 

Mr. WitLovuausy. No, but what is this feeder going to do for his 
replacement? 

Mr. Brown. I am just trying to get information. I am not 
criticizing you. 

Mr. Wit.Lovuauey. Sure, if I still own that calf-—— 

Mr. Brown. I know; but I thought you were explaining the roll- 
back. That roll-back would apply to the feeder, not to ‘you? 
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Mr. Witioveusy. If I still own calves, I am subject to that second 
roll-back. 

Mr. Corer. Calves that are born later, in other words. 

Mr. WitLovauey. Yes, sir. 

A lot of cowherds carry the year round and when the calves get 
to 400 pounds, we sell them. 

Mr. Mu rer. Do breeding cows produce on the average two calves 
per year? 

Mr. WittovGusy. Mr. Congressman, it takes 273 days of gestation 
for a cow to produce one calf. It takes a sheep 153 days. 

Mr. Mutter. You see, I am confused because they have been 
telling us that you have spring calves and fall calves. 

Mr. Wittovucusy. No; it takes 9 months. 

The CuHarrMan. Now, let the witness proceed. 

Mr. Brown. I don’t think he had quite finished his answer to my 
question about the second roll-back. Let’s go over that again, Mr. 
Witness. I would like to understand that. 

Mr. WittovGcuey. I will try to explain that. 

Lots of our calves, these feeders come down and buy them several 
months ahead of time, before they go into this feed lot for replacement. 

Under the first roll-back, when these calves are sold, the price 
reflected back to us, under this particular actual operation, reflects a 
loss of $17.67. 

Mr. Brown. I understand that. 

Mr. Wiiioveuey. All right. If we haven’t sold that calf until 
after August 1, the man comes back to buy him, and we reflect a loss 
of $30.27. 

Mr. Brown. On the same calf? 

Mr. WitLtovcuesy. The same calf. 

Mr. Brown. Thank you. 

The CuarrMan. You may proceed, Mr. Witness. 

Mr. McDonovuan. Mr. Chairman, I won’t take any time but I 
think the record ought to prove that the premise on which this witness 
is testifying does not include the feeder cattle but includes cattle from 
the range. 

Mr. WitioveHsy. Exactly. 

Mr. McDonovaeu. And that anything he says has no reference to 
what Mr. Pickett said, because what Mr. Pickett said was after he 
bought the cattle from this man and put it into the lots. 

Mr. Mutter. Then let’s not change Mr. Pickett’s testimony. 
Let’s try to understand what this witness is telling us. 

The CHarrMan. The witness can take care of himself. 

Go along with your statement, Mr. Witness. 

Mr. Wixiiovucupy. Well, my whole testimony is based on the 
production of these calves off the range, to make up this beef. 

The next one, I could give you, is in a different section of our State. 

This is still a one-section man operating on $50 land. I won’t go 
over all those figures but his cost is 34 cents a pound to produce that 
calf. 

We get on up to a man with 200 cows—and this was compiled by 
the chairman of the board of our Agricultural and Mechanical College, 
down at College Station, Tex., and he is figuring on an 80-percent calf 
crop which ‘is above the average for range cattle, and his cost is 35.64 
cents per pound, and it is broken down in the same way. 
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We all have the same expenses. They are greater in some sections 
of the country than others. 

The cost of your cows, the cost of your bulls, the cost of your 
equipment, the lease you have to pay, the feed, the interest, the taxes, 
the supply, the salt, the vaccine, the depreciation, the death loss, and 
so on. 

This is a most hazardous business and a most unique business. 

We can’t stop today. We can’t build it up, and you can’t start 
today. This thing has got to go on. It is a continuous proposition 
of producing these range calves, so that these feeders can take them, 
where they ultimately wind up in the packing house and go out over 
the counter to the consumer. 

Now | am thoroughly convinced that if this order is kept, that it will 
ultimately lead to rationing, because the purpose of this Defense Pro- 
duction Act is to expand and expedite production, We can’t do it 
under those conditions and that will ultimately get to where the 
demand is greater than the supply and the price will go up and your 
product will be less. 

Our answer to that proposition is, more production, and we can’t 
do it under this CPR 23. 

You have the same proposition that you had back in World War IT, 
under OPA, and it was conclusively shown, Mr. Congressman, that 
86 percent of that meat went into the black market. 

The Cuatrman. Mr. Newsom, the master of the Grange, said that 
he didn’t think that price control should be imposed until rationing 
was first tried. Do you agree with that? 

Mr. Wi.tiovucusy. I am not an economist, Mr. Congressman. 
I can’t answer that. All I know is how to produce these range calves 
to get more beef. 

The CHarrMAN. I see. 

Mr. Wittoveusy. | sure know that we are in a bad fix when we get 
to rationing. 

The CuarrMan. Are you in favor of price control at all? 

Mr. WitLovuGusy. Am I in favor of price control? 

The Cuarrman. I know you are not in favor of it on your own 
industry but are vou in favor generally of price control? 

Mr. Wititouausy. I would like to answer you in this manner: 

I don’t know anything about the ranching business. These other 
industries are so complicated that I don’t know whether they need 
price controls or not. I am perfectly willing to leave that in the hands 
of the economists and the people who know. 

The CHAIRMAN. But you don’t want to be controlled. 

What is good for the other fellow is not good for you? 

Mr. Wiiutovexsy. I wouldn’t say that and I wouldn’t make that 
statement. If we are controlled I would like to read you a statement— 
it is only three lines—that I made to the House Committee on Agri- 
culture on Friday: 

But we range people are not as economically independent as are other people. 
We could not stop production if we wanted to, and we do not stop and we will not 


stop. The land we own or lease is strictly range land, unsuited for any other 
purpose. We have to use it to grow cattle on and that is just what we will do. 


And whenever they are ready to go to market, we will send them to 
market, 
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The CuarrMan. I wish you success. I hope you produce plenty for 
the American people. 

Mr. WitLovuGcusy. Well, that is the purpose of our visit here. 

The CuarrMan. Mr. Gamble? 

Mr. Gamsue. No questions, Mr. Chairman. 

Mr. Brown. Mr. Chairman. 

The Cuarrman. Mr. Brown. 

Mr. Brown. Mr. Witness, vou have explained what the roll-back 
means to you. Several witnesses here have testified that when the 
consumer purchases a steak, that it costs him 152 percent of parity. 
I want to have somebody explain that to me. 

Mr. Wittoversy. I would like somebody to explain it to me, Mr. 
Congressman. I don’t know what that means. 

Mr. Brown. I am trying to learn something and trying to help 
you, if lcan. I want to know something about that 152 percent of 
parity. You have made very clear what the roll-back means to you. 

Mr. WitLovuausy. Yes, sir. 

Mr. Brown. Now, I want to know who is getting that 152 percent 
of parity, if anyone is getting it? 

Mr. WittovGcusy. I can’t answer that. I don’t know. 

Mr. Brown. All right. Thank you. 

The Cuartrman. Mr. Kilburn. 

Mr. Kirpurn. I would just like to say that I think you are an 
excellent witness. 

Mr. WitLovuGcusy. Thank you, sir, and Mr. Brown, I would like to 
apologize to you. I didn’t mean to be facetious. I have been asked 
that by our people a hundred times, ‘‘What does this 152 percent of 
parity mean?”’ 

J don’t know. I can’t answer. 

Mr. Kiipurn. It is kind of refreshing to have a witness come up 
here and talk about his own business, which he knows about and can 
explain, and not try to cover everything else, many times, which they 
don’t know. 

Mr. WitLovuaupy. Well, this is all we know, Mr. Congressman. 

Mr. Kitsurn. I just want to compliment you, sir. 

Mr. WitLtoveusy. Thank you, sir. 

The CuHairMan. Well, I agree with you. It is a good thing for 
somebody occasionally to say they don’t know. 

Mr. WittovcHusy. May I make a couple of comments on a question 
asked me a minute ago? 

The CHARMAN. Certainly. 

Mr. WitioveGuesy. As to having witnesses from our industry, as to 
the advisability of this OPS 23. 

Our attorney was here in December and visited me with Mr. DiSalle, 
at which time Mr. DiSalle asked him if he knew men in the range 
cattle producing area who could be helpful along this line. He told 
him, “ Yes, sir.”’”, He supplied him with the names of people who would 
be glad to come up here and discuss it with him, 

We haven’t heard anything from that since. I was here on the 
8th and 9th of January. We had a pretty big round-table discussion, 
of a lot of people from the cattle-growing industry, but that didn’t 
amount to much. 

We have a gentleman here with us who is supposed to be on his 
advisory committee. He was here on the 27th or 28th of March. 
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Mr. DiSalle passed through the room for about 10 or 15 minutes. 
He was busy. He had to leave. Mr. Ericson conducted it from there 
out and we were led to believe that there would be other meetings, 
advisory meetings, and so on and so forth. 

From that day until now we have heard nothing from that group. 
We still stand ready, and we think that we might have some things 
that would be pertinent to the functioning of the production of beef. 

Mr. McDonovau. In other words, you want to cooperate. 

Mr. Wittovausy. Absolutely. 

Mr. McDonoveu. And you haven’t been given the opportunity. 

Mr. Witiovaeupsy. That is right. 

The CHarrmMan. Mr. Multer. 

We are going to go around. 

Mr. Mutter. Mr. Willoughby, I am very happy to note that at 
least those whom you represent are willing to cooperate, and I trust 
that you won’t expect that when your representatives come to Wash- 
ington they must talk only to Mr. DiSalle. It is absolutely essential 
that he rely on others to gather the information and facts for bim. 
He can’t do the whole job of controls throughout the country in all 
industries himself. 

Mer. Wititoveusy. Certainly not. 

Mr. Mutter. I am sure that the start that has been made will be 
continued, and with your cooperation, I am sure will prove very 
helpful. 

Is it fair to say, Mr. Willoughby, that no other witness except you 
and those who are with you today, have a right to talk for your 
association and its members? 

Mr. WititoveHsy. What is that? 

Mr. Mutrer. I say, that only you and those who are here with 
you today have a right to present to this committee anything on 
behalf of your association and its members? 

Mr. WitLtovenusy. Oh, no. Any of our members are at liberty to 
express their views and opinions. 

Mr. Mutter. Yes, sir, but no other association or association 
representative that has been in here or may come in here has a right 
to talk for your association? 

Mr. Wit.Loveusy. To talk for my association.? 

Mr. Mutter. Yes, sir. 

Mr. WitLovensy. Well, now, that is a pretty difficult question to 
answer. I think any range producer—we have members in Oklahoma, 
New Mexico, Arizona, Louisiana, Texas, and many other States. 

Mr. Mutter. They have a right to come in and be heard, too? 

Mr. WitLovenusy. Yes, sir. 

Mr. Mutter. The point I am driving at is so far we have heard 
three witnesses, each of whom claims to represent an association and 
each of whom said that so far as they were concerned they were 
authorized to say that their association wanted no controls of any kind 
whatsoever. 

Mr. Wittoveuesy. I didn’t say that. 

Mr. Mutter. I know you didn’t. 

That is why I wanted to make sure that you are talking for your 
group and they were not talking for you and were not authorized to 
talk for you. 

Mr. Wititoveusy. That is correct. 
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Mr. Mutter. Now, regardless of whether or not we talk about 
parity, whether it is 152 percent or any other percentage, the fact is 
that back in 1939 the average price received by the farmer, per 
hundred pounds, was $6.56 for beef cattle. Is that right, sir? 

Mr. Wit.toveusy. 1 can’t answer. I can’t remember that far 
back, Mr. Congressman. 

Mr. Mutter. I won’t ask you to verify the figures but the figures 
IT have in front of me, I think are accurate. They are from the 
Department of Agriculture. They show that in 1939 the average 
price for 100 pounds of beef cattle was $6.56 per hundredweight. 

In 1947, it was $18.50. 

In 1947 it was $18.50. By 1950 it was $23.10. In December 1950, 
it was $25.20; January 1951, $27; February, $29; March, $29.70; 
April, $30.20 per hundredweight. 

Mr. WitLovcuesy. I might comment on some of those figures you 
are reading back there in the thirties. I might add that we had a 
lot of broke cowmen at that time. ; 

Mr. Mutter. Well, let’s ignore the thirties. I will agree with 
you, that is not a fair period or a fair price to take for comparison 
purposes. 

Mr. Wititovenrsy. All right. 

Mr. Mutrer. But I think it is fair to start with 1947 and certainly 
all of the year 1950 and right down to date. 

The pomt I am making is that during all of this time the price 
kept climbing, climbing, climbing, while production too kept climbing, 
so that I think we have got to take some figure somewhere along the 
line as the fair price at which we should fix a ceiling, if a ceiling must 
be fixed. 

Mr. Wittovenesy. I don’t think I can help you on that price, but 
I might add this, about this production increasing, and so on and 
so forth. 

This cattle-raising proposition is a business of several years, and if 
you will recall, in December 1941, I guess it was, when the late 
President Roosevelt made his speech to Congress as to the war, he 
said, ‘‘We must expedite production and we must expand production.”’ 

Along in those years, we were feeling the effects, then, in the years 
you are talking about, we were feeling the effects of his mandate to 
increase production. 

Mr. Mutter. Well, if prices must be controlled, what price would 
you take as a fair price, to fix the base, and what price would you take 
to add on increased costs since then, to arrive at a fair price whereby 
you men can stay in business and make a fair profit and at the same 
time not permit the price to run away? 

Mr. WitLoveusy. We can’t answer that for this reason: 

Our business is so unique, it depends so much on the weather, that 
if we have a seasonable year, with sufficient rainfall, our costs can be 
$25 less per head then it can be under unfavorable conditions. 

Mr. Mutter. Well, now, there is a provision in the law for taking 
into consideration unfavorable conditions, and extra hazards, and 
additional costs. 

Why can’t we take an average, of a normal year, and take that as a, 
base price and adding on the extra costs on account of increased costs 
labor costs, feed and so on, and arrive at a fair price? 

Mr. WitLovucusy. May I answer that with a question? 
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Do we know what costs are going to be next year, and next year, 
and next year? 

Mr. Mutrer. No, but this is not something that is static and can’t 
be changed. We are fixing a price for now, and that is subject to 
change. 

Mr. DiSalle has said so repeatedly, not only in your industry, but 
in every industry, and he is making changes. 

Mr. Witutoveusy. I am sorry, sir, but I can’t answer that, but 
it was changed—the price. 

The CHarrmMan. Your time is up, Mr. Multer. 

Mr. Mutter. Just one more question. 

In your figures you include in your cost, the cost for the entire 
year’s operation of this ranch, in each instance, and I suggest to you, 
sir, that your figures are not correct, because if it takes 9 months to 
breed a calf, you should not give us the costs for the operation of that 
ranch for a full year. 

Either you must average it out and take 2, 3, or more years in, 
and then take your costs over that period, and give us the average—it 
is not fair to charge taxes for a full year, maintenance for a full year, 
depreciation for a full year, and all of these other items, and then give 
us the cost per unit. 

One other thing with reference to your figures. When you arrive 
at what your loss is by roll-backs, you first tell us what your fair 
market value is, which includes a profit and then you roll back the 
amount of the price per head and you deduct from what you call a fair 
market value the difference in the roll-back to give you the loss. 

That doesn’t give you aloss. It may give you a loss of profits but 
not a loss in operation. 

Mr. WitLovcusy. May I answer that question? 

Mr. Mutter. Surely. 

Mr. Witioveusy. As to breaking that down for 9 months, what 
are you going to do with this cow the other 3 months? 

Mr. Muurer. You have got to take it up over a period of years. 

Mr. Witioveusy. Yes. 

Mr. Mutter. If you don’t want to take three quarters of a year, 
then take how many calves you produce in 2 years or 3 years, and 
average it out. You haven’t done that. You have simply taken 
the cost for 1 year, when your term of production is only 9 months. 

Mr. Wititoveusy. All right, the cost of producing a calf, every 
year, is different. 

Mr. Mutter. But it isn’t so far different that you can’t take 2 or 
3 years and average it out. Take your best years or your worst 
years, and average it out. You cando it. It is not fair to give us 12 
months’ cost for a 9 months’ operation. 

Mr. WiLtovucusy. We have to stay in business 12 months. 

Mr. Mutter. But you are producing for the next 3 months, aren’t 
you? 

Mr. Wit.tovucusy. We don’t get but one calf a year. 

Mr. Mutter. Well, now, after the gestation period starts, then it 
runs for 9 months, and a calf is produced—not always but 87 percent 
to 90 percent of the time—then the cow is put out again, and it may 
not be in a week or 2 weeks after the calf is born, but at the end of 3 
weeks thereafter, another calf is started on its way, by gestation, isn’t 
that right? 
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Mr. Witioveusy. No. 
The CHarrMan. Well, your 5 minutes have expired, Mr. Multer. 
Mr. Gamsir. We can’t increase that time very well in this bill, I 
don’t believe. 

Mr. Doturcer. Can we shorten it? 

Mr. Moutrer. No, but we can get a better average of what the 
cost is. 

Mr. Kitsurn. Mr. Chairman, I would like to make a point of 
order. I don’t think it is fair to a witness, to question his figures, 
and not let him answer. 

The CHarrman. The Chairman has invoked the 5-minute rule. 
The witness can put anything else he wishes in the record. 

Mr. Kitsurn. I don’t like that kind of a rule. It isn’t fair. 

The CHAIRMAN. The witness can put his answer in the record. 

Mr. Brown. I think, Mr. Chairman, you ought to let him answer 
the question. We want to hear the answer to the question, even if 
it takes more than 5 minutes. 

The CHarrMan. Very well. You can answer that. Then he will 
answer you, I suppose, and we will go along forever. 

We are either going to have a 5-minute rule or we are not. 

Mr. Witioveusy. You are the judge, Mr. Chairman. If I am 
to quit, I am ready. 

Mr. Coie. Mr. Chairman, I will ask for recognition. 

The CuarrMan. Mr. Cole. 

Mr. Cote. If you have any further comments to make with regard 
to Mr. Multer’s suggestion, do it on my time, sir. 

Mr. Wiiitoveusy. Thank you. That one calf, and we don’t get 
a hundred percent, is all the revenue we get over that period of 12 
months out of our investment, and our expense goes on 12 months 
during the year. 

Mr. Coir. Now, in other words, the cost accounting which you 
have presented, is not comparable to the cost accounting of a grocery 
store, or a manufacturing business, which has expenses and income 
12 months of the year. Your 9-month operation is exactly the same 
as a manufacturer’s 12-month operation; isn’t that true? 

Mr. WitLovaeusy. Right. 

Mr. Coxe. And that is the type of accounting that you make for 
income-tax purposes; is it not? 

Mr. Wititovausy. Exactly. 

Mr. Coxe. And it is accepted by the Government in that way? 

Mr. Wittovensy. Exactly. 

Mr. Coie. Now in connection with parity, and Mr. Brown’s 
question to you about not understanding parity, the only thing that 
you are saying is, is it not, that you yourself have no explanation for 
parity? 

Mr. Witiovcuey. Yes, exactly. 

Mr. Cote. But as you see your costs, as you see the sale price of 
the product which you produce, irrespective of any theories, you know, 
without any question, that your people will sustain a loss under this 
roll-back. Now that is a fact, is it not? 

Mr. Witioveusy. Yes, I will myself. And that is a practical 
operation. 

Mr. Coxe. One other thing. You have given us certain individual 
cases. 
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In your experience, and based upon your judgment, are those 
individual cases typical of the range cattle-production business? 

Mr. Wittoveusy. We have one in five different places, located in 
all the segments of the State. 

Mr. Cote. I know but I wanted you to say whether or not they 
are typical of a general range business? 

Mr. \\itLouGHBy. Yes. 

Mr. Cote. It is typical? 

Mr. WitLoucusy. Yes. 

Mr. Coie. Therefore you say, based upon your judgment, then, 
that the typical range cattleman will thus lose the amounts of money 

you have set forth in these statements? 

Mr. \\ tLtouaHsy. Yes sir. 

Mr. Cote. I am disturbed, about your statement, with reference to 
the failure of the OPS to cooperate with, or to listen to the advisory 
committees. 

Mr. WitLoucHsBy. May I break in just a minute? 

Mr. Cote. Yes. 

Mr. WittoucHBy. Every committee that I have testified before 
has been disturbed about that fact, Mr. Congressman. 

Mr. Coxe. I have raised that question with each Government 
witness, beginning with Mr. Wilson, and I have said to them that | 
felt that it was highly important that they not only have these 
advisory committees, but realizing that the advisory committees do 
have selfish interest that and you know it, and I know 
that the Government cannot comply with all of the things that you 
want—yet I have said time and time again that I felt that they would 
prevent a great deal of difficulty if they would seriously consider the 
recommendations made by these advisory committees. 

Mr. Witiovausy. Does not the directive from the President pro- 
vide for that? 

Mr. Coxe. I know it does. And that is the reason that I again 
bring it up and say that I am very disturbed about it, and it makes 
some considerable difference to me. 

Mr. Wititovueuesy. Mr. Chairman, may I leave about two questions 
with you, and then if you are through with me 
Mr. Coxe. We are not through with you. 

Mr. Wittovanuesy. All right. 

Mr. Cote. If you want to put some questions in, you can do it now 
on my time. 

Mr. Wit.tovausy. I don’t expect an answer but it is something 
that I want you to think about as to this powerful committee. 

Mr. Cote. You have 2 minutes of my time. 

Mr. Witiovausy. I would like to ask you this: If the cost of 
production is above the ceiling price, do you think the regulation and 
directive should be kept in effect? 

If this will lead to rationing do you think the regulation and directive 
should be kept in effect? 

If this order and directive will reduce production tonnage and 
increase the price the consumer must pay, do you think the order and 
directive should be kept in effect? 

Mr. Coie. That is all I have, Mr. Chairman. 
The CuHarrMANn. Mr. Deane. 
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Mr. Deane. Mr. Willoughby, I hold in my hand the Legislative 
Daily Record of Governmental Affairs issued by the United States 
Chamber of Commerce, and I assume that they are quoting Senator 
Taft directly when he said yesterday, concerning the Defense Pro- 
duction Act, ‘It should, and will have to be extended.”’ 

Now assuming that there is a need for the extension of the Defense 
Production Act, and the amendments that we are trying to write, 
do you have an alternative proposition that you wish to make to this 
committee, so far as your industry is concerned? 

Mr. Wittoveusy. I can only answer you in this way, Mr. Con- 
gressman. 

As I understand, the Defense Production Act was created to increase 
and expedite production. 

As for the range cattle producer, we cannot do it under that directive 
CPR-23. 

Mr. Deane. Do I understand, by that statement, that you do not 
want any regulations to apply to your industry? 

Mr. Wittoveusy. I am not saying that. 

Mr. Deane. Well, what I am trying to determine is, what will you 
recommend to this committee, since you say that you cannot get an 
audience with Mr. DiSalle? Before you answer, let me say this: 
I asked Mr. DiSalle, when he was on the stand, was he open, was he 
willing, was he ready to hear the industry, to the point of convincing 
his organization that he had made an unfair decision, and he said that 
he was ready and open and willing to hear it. 

Mr. Wittovueusy. May I ask when you had that conversation? 

Mr. Deane. When he appeared before the committee last week. 

Mr. WitLoveusy. I heard him say on Sunday that this directive 
will go into effect and it will be enforced. 

Mr. Coxe. That is right. 

Mr. Deane. While you have been in Washington, has your organi- 
zation, vou or any members of it, made an effort to see Mr. DiSalle? 

Mr. WitLovucuesy. We have not, for this reason, Mr. Congressman. 
We furnished him with names; we made ourselves available to visit 
with him—which he asked for. We told him we were ready, able, and 
willing. We figured it was his move to-ask us. 

Mr. Deane. You have not submitted to him any figures at all? 

Mr. WiiLtovuausy. No, sir. 

Mr. Deane. Well, coming back to my original question—assuming 
that the act is continued, you do not have an alternative proposition 
to give to the committee that we could pass on to Mr. DiSalle? 

Mr. WitLovucusy. Let me add this, about the proposition of those 
figures. We haven’t presented any figures because we haven’t had 
an opportunity, Mr. Congressman. 

Mr. Deane. That is what I am asking you to present now, to this 
committee, other than your particular statement of whether you have 
an alternative proposition to present. ‘ 

Mr. Wittoucnepy. My answer to that would be that we—now 
I want you to take what I am saying in the right way—we think we 
know the range cattle production business. We have been in it for 
generations and generations. That is the stepping stone, and the 
beginning to the production of more beef, and we know that we can 
do a better job with a free hand and without shackles. 
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Mr. Deane. In other words, you do not have an alternative propo- 
sition. You want complete free range for the price to seek whatever 
level it will, and wages likewise? 

Mr. Witiovcuesy. I know nothing about wages. I would say 
that to increase production would have to do with a lessening of these 
prices on this beef. 

Mr. Deane. I wonder if Mr. DiSalle isn’t faced with the same prob- 
lem with which we are faced, namely, to try to get the information 
necessary to establish the facts and findings to arrive at a fair decision. 

Mr. Wititovexsy. Don’t misunderstand me. I am not condemn- 
ing Mr. DiSalle. 

I will say, I think that if he had consulted some of our witnesses, 
that we could have come up with a proposition that would have 
shown how you could get more production, and expedite it, of beef. 

Mr. Deane. And at the same time control prices? 

Mr. WitLovuGcusy. Well now that wouldn’t come tomorrow, nor 
the next day, nor the next day. That thing is going to have to seek 
its level, as production increases, and as this law of supply and demand 
is executed. 

Mr. Deane. That is all. 

Mr. McDonovau. Mr. Chairman. 

The CuarrMan. Dr. Talle is first, Mr. McDonough. 

Mr. Tauue. I will pass, Mr. Chairman, for the present. 

The CHarrMan. Well, we are going to call the members in order. 

Mr. McKinnon. Mr. Willoughby, I would like to echo the senti- 
ments of my colleague, Mr. Brown. I, too, am anxious to see that 
each producer makes a profit. I think we are working on a profit 
system and unless you have incentive to raise more calves you are not 
going to raise them, and our great need is for more meat right now. 

But there are two or three problems that | would like to see if we 
can get straightened out. Again I want to compliment you on bring- 
ing some facts here that we can talk about. You are about the first 
witness who stuck by his facts and had them for us to dig into. 

Mr. Wit.Lovaupsy. I appreciate that, coming from a Congressman. 

Mr. McKinnon. Now, I would like to refer you back to your state- 
ment on this 640-acre production, this balance sheet or expense state- 
ment. 

One little correction I think needs to be made. You say $39.79 is 
your total cost. 

Mr. Wit.toveusy. Yes, sir. 

Mr. McKinnon. I think if you will do a little mathematics you 
will find these calves cost you 33 cents a pound, so that you are going 
to make a 2-cent profit on the 25-cent price. 

Mr. Wititoveusy. No, that calf cost $35.90 a hundred. You see 
you don’t get a hundred percent calf crop. 

Mr. McKinnon. You have got 400 pounds, haven’t you? 

Mr. Wiiioveusy. Yes, sir; but for 90 calves. 

Mr. Mutrer. No, for 27 calves; $90 percent production. 

Mr. Witiovausy. Oh, yes, sir. I may be looking at the wrong 
operation. 

Mr. McKinnon. This is the 1947-48 operation. 

You have that total expense. 

You produce 27 calves, 90 percent production. 

Mr. WitLovensy. Yes, sir. 
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Mr. McKinnon. Which means that at 400 pounds to a calf, $121.70 
per calf. That means 33 cents a pound. You sell them for 35 cents, 
so you are going to come out with an $8 profit per calf. 

Mr. WititoveHsy. Well, now, let’s see, did you divide 27 into 
that 38? 

Mr. McKinnon. Yes, sir. 

Mr. Wittoucusy. What did you get? 

Mr. McKinnon. I got $121.50. 

Mr. WitLoversy. I got 143.67. 

Mr. McKuwnon. I am sorry. I have got to go back to the fifth 
grade again. 

But the thing that I basically want to ask about is this: 

On these production costs, or on the value of your land, on this 
statement as it obtains today, have these costs gone up? 

Is there any variance in these costs which you have presented, for 
last year or the year before? 

Mr. WitLovueuey. Yes, sir; these costs have gone up. 

Mr. McKrynon. In what relationship? What items have gone 
up? Your return on investment, 4% percent hasn’t gone up, has it? 

Mr. Wiiitoveusy. That is the interest rate. 

Mr. McKinnon. Interest on capital. 

Mr. WitLovGeuesy. Yes, sir. 

Mr. McKinnon. I always figured in my business that if I had to 
borrow money that was a part of the cost. 

Mr. WitLovcusy. Yes, sir, but whether you have to borrow money 
or not, isn’t that about the going rate for commercial loans on live- 
stock? 

Mr. McKrnnon. Yes, sir, but that comes out of my profit, and it 
not a cost of business operation. 

Mr. WiiLovGusy. Your interest on your investment is not a cost. 
Mr. McKinnon. The interest on my investment is a cost, yes, sir; 
but the interest on a bank loan—I thought you said it is what you 
had to borrow. 

Mr. WittovGcusy. Well, you have to borrow 

Mr. Muuter. I think he means if he had invested that $30,000, he 
would have received a return of 4% percent, isn’t that it? 

Mr. McKinnon. Well, getting away from that for a moment, your 
$13.59 is the same last year as this year? 

Mr. WiLovaeupsy. Yes, sir. 

Mr. McKinnon. Your depreciation cost is the same? : 

Mr. Witioveusy. Practically; yes, sir. 

Mr. McKinnon. Your depreciation on equipment, 10 percent, is 
the same rate as a year ago? 

Mr. WitLovuGuHey. Yes, sir. 

Mr. McKinnon. Your taxes, about the same as a year ago? 

Mr. WitLovcuey. Yes, sir; practically; they might have advanced 
a little. 

Mr. McKinnon. A minor amount? 

Mr. WiLLovuausy. Yes, sir. 

Mr. McKinnon. Labor, has that gone up considerably? 
Mr. WiiLovucnesy. Yes, sir. 

Mr. McKinnon. Over a year ago? 

Mr. WiLLovucuey. Yes, sir. 

Mr. McKinnon. How much, Mr. Willoughby, roughly? 
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Mr. Wittoveusy. Well, for farm labor, it hasn’t increased nearly 
as much as city labor, but I would say that has increased probably 
25 percent. My ranch hands are costing me 25 percent more now 
than 12 months ago. 

Mr. McKinnon. You mean a year ago your cost would be about 
75 percent per head as compared to now? 

Mr. WitLoveusy. If that is the right proportion, yes, sir. 

Mr. McKinnon. What has your feed cost increased over a year ago? 

Mr. WitLoveusy. Just for an example, I bought a lot of cottonseed 
cake—that is what we feed—along in November and December, for 
$62-and-some-odd cents a hundred pounds, and today it is costing 
about—I mean, a ton, $62-and-some-odd cents a ton, and today it is 
costing a hundred dollars a ton, put in the barn, and that doesn’t 
allow any expense for putting it out to the cattle. 

Mr. McKinnon. Your calves use cottonseed? 

Mr. WittovGupy. Their mothers. You have got to make these 
cows give milk to raise these calves. 

Mr. McKinnon. That is right. So you say your feed cost has in- 
creased, perhaps, $200? 

Mr. Wit.Loucuey. It has increased a lot. 

Mr. McKinnon. And your medicines and vaccines are about the 
same? 

Mr. WritLoveusy. There it not much difference there. 

Mr. McKinnon. Then your basic changes in costs are in labor and 
feed, that is your basic difference in costs between the two years? 

Mr. WitLovacusy. Right. 

Mr. McKinnon. Your labor has gone up roughly 25 percent, you 
say, 30 percent and your feed has gone up practically 40 or 50 percent. 
Those are the only items affected. 

Mr. WitLoveusy. To be conservative, I would say a third. 

Mr. McKinnon. When these feeder calves were selling for about 
$25.70, or something like that. 

Mr. WitLoveusy. Lots of calves in our country sold from that price, 
up to 30 cents a pound a year ago. 

Mr. McKinnon. And you made money on that operation? 

Mr. WiLiovuGcuesy. Yes, sir. 

Mr. McKinnon. If your adjustment is made, on this basis, accord- 
ing to feed and labor, you would still come out all right, then? 

Mr. Witioueusy. Let me answer this way: You see, so much 
depends, in our business, on the elements. 

For example, Mr. Congressman, ordinarily we can quit feeding our 
cattle the first of April, if we have sufficient rainfall to make grass. 

On one of my operations, I have already fed more cake since the 
first of April than I did before then. 

Mr. McKinnon. You have got a dry condition? 

Mr. Wittovausy. Yes, sir. That is the reason it is so hazardous. 

Mr. McKinnon. If we went into a controlled system, and if we 
took allowances—say, last year was a profitable operation, and then 
the allowances were made for your increased cost factors, would you 
be able to live under such an arrangement? 

Mr. WitLovensy. Let me ask you this: The allowances that you 
might make today wouldn’t apply the day after tomorrow. 

Mr. McKinnon. I realize that. Of course, that thing really holds 
true for any sort of a farming operation. 
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Mr. Wittoversy. You get up in the morning and you ride out 
over your ranch and you may find a windmill blown down, or lightning 
may have struck your tank, which costs $5,000 to build. 

Mr. McKinnon. Those are hazards taken by both an individual 
cattle man and individual businessman? 

Mr. WiLLovenusy. Yes, sir. 

Mr. McKinnon. That isn’t reflected in an increased market price. 

If you run into a drought where everybody is affected in the same 
way, it is reflected in the market price. But an individual loss is not 
reflected in the market price. 

Mr. Witiovguesy. It is all expense. It all adds up to expense. 

The CuarrMAN. Your time is up, Mr. McKinnon. 

I recognize Mr. McDonough. 

Mr. McDonoveu. Mr. Witness, I think you have given us some 
very valuable information, and I want to compliment you on the 
manner in which you have answered the questions. 

Mr. WittovGusy. Thank you. I have been in this business 50 
years, and two generations before me. 

Mr. McDonoveu. I appreciate the fact that you say that this act, 
which we are talking about renewing, is designed to increase production. 

Mr. WrittovucHsy. And expedite production, Mr. Congressman—— 

Mr. McDonouau. Expand and expedite production; that is correct. 
And that you are the producing side of the meat business. 

Mr. WittovuGusy. We are the grass-roots farmer. 

Mr. McDonoveu. Yes, sir. 

Now, if controls are added, you also admit, and I am inclined to 
agree, that you are going to have to operate at a loss. 

And still you are willing to cooperate in the defense effort to increase 
production and control the possibility of inflation. 

Do you think that if controls were applied to your industry, that 
they should be applied after the range-cattle producer has delivered to 
the market and let the controls apply to the packer, and from then 
on to the retailer? 

Mr. Wititovansy. I can’t answer that. I don’t know the problems 
the packer has. 

Mr. McDonovucu. Well, let’s presume. I am looking for informa- 
tion, but there is one thing certain, the packer is not influenced by the 
weather, and by the many other hazardous factors that influence your 
business. If he doesn’t buy cattle from you he buys from somebody 
else, and he can always find cattle and he has a continuous operation 
in the manufacturing process, in finishing meat from the raw state to 
the finished state. 

He is less affected by economic factors and unexpected hazards than 
you are. 

So in order to level this off, I wanted to find out whether the controls 
should apply there, rather than to start with you. 

Then, since you can’t answer that, and I wouldn’t ask you to, let 
me ask you this: 

Do you think that, with a conference, if a conference is held with 
Mr. DiSalle, with the men who know the business, if they can arrive 
at a satisfactory order to continue production and still control price to 
prevent inflation, whether you would be willing? 

Mr. Wititovcusy. We would be willing to try. We would be will- 
ing to go to any means to come to those conferences, to sit down and 
try to figure things out. 
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We would be willing to try to cooperate. 

Mr. McDonoveu. Are you familiar enough with parity to discuss 
that? 

Mr. WiuLovansy. No, sir. 

Mr. McDonovuau. In other words, you have never benefited from 
the parity program of the Department of Agriculture? 

Mr. WitLovcupsy. No, sir. 

Mr. McDonovau. The price of your product has never been below 
parity then? 

Mr. WitLouGcHBy. Not to my knowledge. 

Mr. McDonovuau. In other words, you don’t know whether 152 
percent of parity is a fair cost basis for production of beef or not? 

Mr. Wit.tovGuesy. No, sir; I do not. 

Mr. McDonovanu. I think that is the point of contention between 
the Department and the cattle producers. 

Mr. Wit.Lovcuey. Yes, sir. 

Mr. McDonovau. That is the thing that they ought to sit down 
and have a conference about, to determine what your costs are, 
under varying conditions, so that you can deliver your product to 
the market for processing, so that the public will not be unnecessarily 
gouged by increased prices, and that you will not be denied a profit. 

Now, if the order is continued, you are going to lose money. 

If the order were repealed tomorrow, would you make any excess 
profits? 

Mr. WriiLovensy. I seriously doubt that. I might add this: 

I think that production would increase, because I have feeders 
tell me ‘‘ We are not going to buy anything to go in our feed lots.” 

I know a big feeder out in El Paso, a packer. He is not going to 
buy anything to go into his feed lot. I had a Minnesota feeder tell 
me on Friday, ‘‘We are not going to fill our feed lots.”’ 

I have wires in my brief case from feeders in Texas. ‘Texas is not 
what vou would call a feeding State, but we do some feeding. They 
are not going to fill those feed lots. 

Mr. McDonoveu. If they are not going to fill the feed lots, then 
you men on the range are going to have a lot of cattle on hand that 
you will have to keep feeding in the pasture for a long time. 

Mr. Wittovensy. We are going to have to work out a problem of 
what to do with them. 

Mr. McDonoveu. And if that keeps backing up what would you 
anticipate would happen. 

Mr. Wittovausy. Well, if that keeps backing up, of course, the 
small operator, the marginal operator, and a lot of big ones, will just 
vanish. They will just go out of business. 

Mr. McDonovau. You mean the range cattle operator would— 

Mr. WitLtovauey. Yes, sir; when his cost of production stays, for 
so long, above what he can get for these cattle, why, he won’t have 
any other recourse. 

Mr. McDonoven. And in the meantime, the feeder lot goes out of 
business. 

Mr. Wittovauesy. Yes, sir. 

Mr. McDonovaeu. Consequently, the packing houses haven’t got 
any meat to deliver to the consumer. 

Mr. Wittovcusy. Exactly. That is one of the questions I asked. 
The consumer will get less meat, and you know the scarcity of any 
article advances the price. 
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Mr. McDonoveu. That is right. 

Mr. WitLoveusy. All right. That is what you will have. 

Mr. McDonoven. Could you say this, on a roll-back—the roll-back 
provided in this order, or the two roll-backs, on an anticipated season 
for production—that is evidently why the two roll-backs are separated, 
as to different months—would you say there should be a roll-back at 
all, and if so, how much? , 

Mr. Wittovcusy. Now, you are getting me in deep water, Mr. 
Congressman. I can’t answer that kind of a question. I don’t know 
what a roll-back is, whether there should be one, or what it should be. 

Mr. McDonoveu. Thank you, Mr. Chairman. 

The CuarrmMan. Mr. Bolling. 

Mr. Botuine. Mr. Willoughby, I haven’t had a chance to examine 
the various photostats that you have presented, thoroughly, but they 
are special cases. They are individual cases which you feel are typical. 

Mr. WitLovuGcuHpy. Yes, sir. 

Mr. Bouurna. In your judgment they are typical. 

Mr. Wittovanusy. Yes, sir. We have several of them, taken at 
various spots around the State of Texas. 

Mr. Boutirna. What does typical mean to you? 

Mr. Witioveusy. Typical? 

Mr. Bouuina. Yes, sir. 

Mr. WitLovcusy. Typical means to me, a proposition that a man 
is doing, and his neighbor is doing a like one and his other neighbor is 
doing a like one, over a good big section of the country. 

Mr. Bouturnea. In other words, these special examples are a fair 
representation, in your judgment, of a condition which would be com- 
pletely general? 

Mr. WitLovcuey. Yes, sir. 

Mr. Boutina. In other words, vou feel that all the members of your 
association are going to lose money if these price controls go into effect? 

Mr. Wittovanpsy. Exactly. 

Mr. Bouuina. All the members? 

Mr. Wittovaensy. Well, that is pretty broad. 

Mr. Bouurna. Well, that is what “typical’’ was, as you defined it. 

I have no further questions. 

Mr. WitiovuGuesy. Sir? 

Mr. Bouturna. I have no further questions, Mr. Chairman. 

The CuarrMan. Mr. Buffett. 

Mr. Burretr. Mr. Willoughby, trick questions are easy to devise 
in this business, and they are particularly easy to devise when you 
are talking about a business where costs vary from farm to farm and 
county to county and area to area, and from day to day, is that 
right? 

Mr. Wittovanuesy. I appreciate that fact. 

Mr. Burretr. Do you know anybody in your business that you 
think would have the capacity to appraise the costs of producing a 
calf, on the average, through all the area covered by your association, 
guessing the weather, the disease, the drought, taxes, labor, and all 
the other factors that go into cost? 

Mr. WitLtovensy. No, sir. 

Mr. Burrert. Of producing a calf? 

Mr. Witiovensy. No, sir. I don’t think there is a man living who 
could do that. 
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Mr. McDonoveu. Mr. DiSalle is still alive. 

Mr. Witiovensy. I know. 

Mr. Burrettr. Then it would be impossible, in your judgment, 
for anyone to come in here and say: 

“This is the price-fixing formula that our industry says we can 
operate on and all make money.” 

Mr. WititoucuBy. That is the purpose of my 2,000 mile trip to 
Washington. 

Mr. Burrert. Thank you, sir. That is all. 

The CuHarrMan. That concludes the testimony of the witness. 

We are glad to have your views, Mr. Willoughby. You have been 
a good witness. 

Mr. Witiovacnpy. Thank you. 

Me. Mutter. Mr. Chairman, in order to be fair to the witness, I 
would like to have him given permission to supplement his testimony 
with an additional statement. 

In each of the four photostats that he submitted to us, it shows, in 
every one of the four instances, the cost of producing these calves, in 
every instance, is in excess of what the market value was before the 
roll-backs. 

In other words, every one of those fellows was losing money without 
a roll-back. 

How are they operating? Just for the love of it? 

I wish you would explain that to us. If these are typical, every- 
body in the industry is producing calves at more than they can pos- 
sibly get for them at market, before the roll-back. 

I think you ought to put in the record some explanation as to why 
that happened. 

The CHAIRMAN. You can put that in the record. 

Mr. WitiLovueusy. Shall I answer that? 

The CuHarrMAN. You can answer that now, if you wish. 

Mr. Witiovausy. I tried to answer that in one paragraph of my 
statement, where I said ‘‘this business can’t be born overnight and it 
can’t be stopped overnight. We are in it and we are going to have to 
go on.” 

Mr. Mutter. Will you stay in it just for the sake of losing money? 

Mr. Cote. The people can’t understand your business. 

Mr. WitLtovanusy. | know that, they are impatient— 

Mr. Cote. These people are in the business because their families 
were in it, because they love it and so on. You people can’t under- 
stand that. 

Mr. Mutter. The testimony has been thus far that all of you men 
have made money during the last 10 years, and yet these figures show 
that every one of these men is losing money even at present market 
prices, without a roll-back. 

Mr. WitLoveusy. | beg to differ that all of our men have made 
money. 

Mr. Mutter. I say, the testimony thus far is that you all have been 
making money. 

Mr. Burrertr. There has been no testimony from his industry. 

Mr. Wittovenusy. There has been no testimony given by me that 
everybody in our business has made money in the last 10 years. 

Mr. Cour. Mr. Chairman, let’s have regular order. 

Mr. Mutter. How about you personally? 
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Mr. Wit.tovausy. I can give you the years that I have lost money. 

Mr. Mutrer. Will you supply us a statement of your own opera- 
tions for the last 10 years, showing profits and losses? 

Mr. McDonovaeu. That is not in order. 

The Cuatrman. The regular order is that the gentleman may retire 
as a witness. 

Call the next witness. 

Mr. WitLoveuey. Just asecond. This man here is on Mr. DiSalle’s 
advisory committee. 

May I have 30 seconds to tell you his experience on the advisory 
committee? If you please? 

The CuarrMan. Thirty seconds. 

Mr. WitLoucuey. Well, you know that is a little elastic. A minute 
to tell you his experience. ° 

The CuarrMan. He may have a minute. 

Mr. Moser. My name is Norman Moser. 

Mr. Tauue. Mr. Chairman. 

The CuatrmMan. Mr. Talle. 

Mr. Tauue. I haven’t used one second. Is it unfair of me to ask 
that these four gentlemen have the 5 minutes allotted to me under 
the 5-minute rule? 

The CHarrMan. I have no objection. If they want to make a 
statement, they have a right to make a statement. 

Mr. Moser. Mr. Chairman, my name is Norman Moser, from De- 
Kalb, Tex. 

They ask about the OPS advisory committee. 

I was telegraphed, along in the latter part of March—TI think it 
was the 27th—to come up here and advise Mr. DiSalle regarding the 
livestock industry. 

I responded, as did lots of others over the Nation that were invited. 
We came at our own expense, and spent 1 day here in Washington 
before the OPS. 

Mr. DiSalle—it was explained before he came in that he was very 
busy, and that he would be able to give this committee about 15 min- 
utes—came in and made a short speech and asked for any questions 
from the floor. We had been told that a ceiling price, an indirect 
ceiling price, on live cattle, was being contemplated. He made a 
short speech and asked for a few questions. Of course, after an an- 
nouncement like that, there were plenty of questions. I think that 
probably three or four questions were given and answered, before he 
had to leave. 

After that time, it was left in charge of his assistants, and we were 
given the impression that there would be no roll back and that we 
would be called further, in this advisory capacity. 

I have not been called any further, and I understand that no one 
else has been called further. 

We were told what was going to happen, without any prices being 
mentioned. 

In general terms, we were told what would happen, but as far as 
advice is concerned, we were asked only for advice on one or two minor 
points, which advice was not followed. 

Mr. McKinnon. Mr. Moser, do I understand, that you are on the 
Beef Advisory Committee? 

Mr. Moser. The Livestock Committee. 
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Mr. McKinnon. Well, it is broken down into several subdivisions. 

Mr. Moser. [ sat in on the beef. 

Mr. McKinnon. Are you a member of the Beef Advisory Com- 
mittee? 

Mr. Moser. I don’t know. I have never heard anything from it 
since then. 

The CHatrMAN. How were you given the impression that there had 
been no roll back? 

Was the statemenent definitely made to you there would be no 
roll-back? 

Mr. Moser. I don’t think that any statement was made that there 
would be or that there wouldn’t be, but assuming that if we were 


assuming that we were to be taken into confidence as advisers, I think 


- we assumed probably that there would be no roll-back. 


From the time that Mr. DiSalle left the room, Mr. Erickson took 
charge of the discussion on beef cattle. 

Mr. Gamrie. Who is Mr. Erickson? 

Mr. Mossr. He is his assistant. 

Mr. Gamsur. Does he know anything about beef? 

Mr. Moser. Yes, sir; he does. 

Mr. McKinnon. Mr. Moser, my information is that you are on 
the Hog Advisory Committee, and not the Beef Advisory Committee. 

Mr. Moser. I sat on the Beef. 

Mr. McKinnon. You sat on it, but are you a member of it? 

Mr. Moser. Well now, I can’t answer that. 

Mr. McKinnon. Well, you should know. The official list shows 
you on the Hog Advisory Committee, not the Beef. 

Mr. Coun. It doesn’t make any difference. 

Mr. Mosrr. Well, I didn’t sit with the Hog group. When they 
discussed this order, I don’t know that. 

Mr. Mvurer. They wouldn’t have discussed this order. This ap- 
plies to beef, not hogs. 

Mr. Moser. That is what I say, I was in on the Beef, not the Hog. 

The CHarrMaNn. Are you an official representative down there? 

Mr. Moser. Yes, sir; I was invited up here by DiSalle. 

The CHairMANn. Did you represent an industry? 

Mr. Moser. I was invited by the OPS, that is Mr. DiSalle’s office. 

Mr. McDonovau. Are you in the beef cattle business? 

Mr. Moser. Yes, sir. 

Mr. McDonovuau. Not in the hog business? 

Mr. Moser. That is right. 

Mr. McDonouau. It may be another man you are talking about. 

Mr. Coxe. It would be immaterial. 

Mr. McKinnon. Maybe it is or maybe it isn’t. 

How do you know it is immaterial? 

Mr. Cour. Of course it is immaterial. 

Mr. McKinnon. To me it isn’t immaterial. 

Mr. Wotcorr. Mr. Chairman. May I ask a question? 

The CHAIRMAN. Yes, sir. 

Let’s have order. 

In the first place, it is impossible for the stenographer to get the 
testimony, and in the second place, it adds to general confusion. 

Mr. Wotcorr. May I ask whether you or any other beef man or 
cattle man, to your knowledge, was ever asked by the OPS for advice 
as to the probable effect on industry of a roll-back? 








934 DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


Mr. Moser. No, sir, we weren’t asked. 

Mr. Wotcorr. That is all. 

Mr. Deane. Mr. Chairman, a parliamentary inquiry. 

The CuarrMAN. Proceed, Mr. Deane. 

Mr. Deane. Would it be in order, for the benefit of this committee, 
to ask unanimous consent that the office of Mr. DiSalle be requested 
to furnish, for the record, at this point, the names of the people who 
serve on these advisory committees? 

If that is in order, | would like to have unanimous consent. 

The CuarrMan. Without objection, that may be done. 

(The information is as follows:) 


CarrLe INpustrRy ApvisorRY COMMITTEE 


A Cattle Industry Advisory Committee was appointed in March and held its’ 
first meeting as an official group on March 27, 1951. Members of this group at 
that time were as follows: 


E. Howard Hill, president, lowa Farm Bureau Federation, Minburn, Iowa. 
P. E. Williams, Crescent Valley Ranch, Davenport, Fla. 

John Guthrie, Portersville, Calif. 

Don L. Short, Medora, N. Dak. 

Alan Rogers, Ellensburg, Wash. 

C. B. Watson, DeKalb, Il. 

Jay Taylor, Amarillo Building, Amarillo, Tex. 

Frederick Sherer, Coleridge, Nebr. 

Frank B. Davis, Greeley, Colo. 

C. J. Kaney, Kansas City Live Stock Exchange, Kansas City, Mo. 
Albert K. Mitchell, Albert, N. Mex. 


In line with the request of some members of the committee, a part of the time 
was set aside for the purpose of discussing the general question of whether or not 
there should be any price controls on livestock and meat. Mr. DiSalle was present 
at the meeting for much of this part of the discussion and explained to the group 
why he felt it was impossible to exclude the livestock and meat industry from any 
general program of price stabilization. 

The remainder of the meeting was devoted to the question of reflected prices to 
livestock producers which would result from OPS’s forthcoming regulation on 
dressed meat. A proposed draft of Ceiling Price Regulation 23, live cattle, was 
discussed in complete detail with this group for the purpose of obtaining any 
suggestions or modifications. Inasmuch as this regulation is applicable to slaugh- 
terers, and is a regulation which restricts the amount which slaughterers can pay 
for live cattle, the cattle advisory group was not too interested in the mechanics 
of the program. Their primary interest was in the level of reflected prices for 
cattle. Examples of the approximate level of the reflected prices, and the margin 
going to slaughterers were presented to the group. It was also indicated that the 
initial dollar-and-cents ceilings on dressed beef would reflect to cattle producers 
about the December-January base period level of prices. 

In addition to this discussion with the Cattle Industry Advisory Committee, 
there were numerous informal discussions with producers and feeders over a long 
period of time. Representatives of the Corn Belt Feeders Association met with 
OPS on four or five occasions, at which time various aspects of the program were 
discussed. 

During January three people from the cattle industry were appointed as 
consultants to the Office of Price Stabilization and spent several days in Wash- 
ington advising with us on problems relating to the cattle industry. 

It is definitely felt by the Office of Price Stabilization that extensive discussions 
were held with representative people from the livestock industry prior to the 
imposition of the regulations affecting prices of live cattle. 


Mr. Monracue. In that connection, Mr. Chairman, I wonder if 
Mr. Moser might have permission to file, along with his testimony, the 
telegram that he received inviting him to serve as a member of the 
Livestock Advisory Committee to OPS. 
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The CHarrMANn. Without objection, it may be inserted in the record. 
(The telegram referred to was not received in time for publication 
with this record.) 

Mr. McDonoveu. Mr. Chairman, I would like to ask Mr. Moser 
a question. 

From what I understand you said, Mr. Moser, this group that was 
called in to talk to Mr. DiSalle, were informed of what was going .to 
happen, but were not asked questions as to what effect it would have? 

Mr. Mossr. That is right; yes, sir. 

Mr. McDonovan. In other words, you were merely informed of 
what was going to be done? 

Mr. Moser. Yes, sir. 

Mr. McDonovau. And then sent home? 

Mr. Mossr. That is right. 

Mr. McDonoveu. That is all, Mr. Chairman. 

Mr. Montacur. Mr. Chairman, we have one other gentleman here 
who is a ranch owner in the Panhandle country of Texas. He does 
desire to make a half-minute statement. 

The Cuarrman. All right. 

Mr. Roacu. I am Peter Roach, from the Panhandle of Texas. 

I am an operator there and just want to say that I concur in all the 
things that Mr. Willoughby said with regard to our cattle business. 

The Cuairnman. Mr. Montague, do you have anything to say? 

Mr. Monraaue. I don’t care to take any of the time of the com- 
mittee. 

Mr. GamBLe. You are always helpful. We would be glad to hear 
from you. 

Mr. Brown. I would like to ask you a question, Mr. Montague. 

Our first witness was a very splendid witness. I asked him about 
the meaning of parity and the 152 percent of parity. 1 would like 
to know something about that. If the man who raises the calves is 
not getting that, | would like to know who is getting it? 

Mr. Monracur. Mr. Brown, I am happy to tell you what I think 
about parity. You have been a Member of Congress for a long time, 
and I know that you had something to do with the evolving of the 
parity formula. 

You will have a personal recollection, I am sure, of the history of 
parity with reference to cattle. 

The parity formula, as I understand, was evolved as a medium 
through which to administer the price support iaws that the Congress 
enacted. 

Mr. Brown. That came from the Agriculture Committee. 

Mr. Monrtacue. Yes, but I know you were deeply interested, as 
was Mr. Spence, and as were a number of others here. 

You will recall that, on at least five occasions, in the Congress, the 
move has been started by someone to declare livestock cattle a basic 
commodity and bring them under the price-support law. 

Now in every instance, the cattle people have asked to be excluded 
from the operation of the price-support law. 

Therefore, when the parity formula was evolved—and of course 
we have always been excluded. We have not been under the price 
support law, we have never had a price support and we don’t want 
one. 
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When the parity formula was evolved, every industry that I know 
of, that was affected by the formula, had its people working with 
agriculture up here to work out the particular parity for that particular 
industry. We paid no attention to it. It meant absolutely nothing 
to us, it has never meant anything to us, and the people in agriculture 
BAE will tell you today, as they have always told us, that the parity 
formula with reference to cattle, is not fair, because we have never 
taken an interest in it, we have never tried to protect our interest 
with reference to parity, because it meant nothing to us. 

Mr. Brown. I see. 

Mr. Monracur. Now when you go to figure parity on a live animal, 
I don’t see how any human being can do it, for this reason: 

You have the period of gestation for the animal, you have that 2 
years of life for the animal—at least 2 years—before that animal is 
turned into beef. 

You have such a varying climatic condition, over the 3 years, such 
a change of circumstances, that no human being in the world can 
work out what the cost is, what the relative purchasing power of a 
pound of that beef is going to be. 

| don’t see how in the world a human being can do it, and agricul- 
ture—I have talked to a number of people in agriculture about this 
proposition—all tell me it is a very, very difficult proposition, and none 
of them are satisfied—none of those that I talked to, I had better 
say—are satisfied with the formula that has been worked out, and of 
course, without being able to put my finger on the exact reason why, 
because it takes four or five mathematicians to work out one of those 
things and I am not one of those, but I can’t tell you just exactly 
why it isn’t fair because I don’t know the thousand and one complex- 
ities of it—yet we know, from the costs of production, and the receipts 
that we get, that the parity formula is not fair. 

That is why we know that the statement is a misleading statement, 
is a prejudicial statement, and actually, parity and livestock, beef 
cattle, the two words should never be mentioned in the same breath. 

The CHatrmMan. Why is the retail price of beef so high? Is some- 
body getting an exorbitant profit somewhere along the line? 

Mr. Montague. Again, Mr. Spence, I am not an economist, but 
I can give you my idea about it. 

It is because there are elements of society, of the consuming society, 
who have a good deal of money in their pocket, and they like meat, 
they like beef, and they are buying it. 

The producer doesn’t have a thing in the world to do with the 
fixing of any price of livestock, or of meat. 

All we do is raise the animal and take it to the market, and we are 
at the mercy of the buyers on the market as to what price we get. 

The ultimate price is fixed, where the meat is sold, over the butcher 
block, and whatever price that brings is reflected back to us. 

The CuarrMan. Are the buyers of your cattle making a profit that 
is out of line? 

Mr. Monraaue. I can’t answer that. A lot of the processing 
institutions have to file with the Department of Agriculture an annual 
statement. And they are sworn statements. If you take those 
statements and examine them, you will find that the processors are 
not making an exorbitant profit. In fact they are making a very 
small return on their investment. 
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That is my idea about it. I don’t know anything about their 
business, though. That is a different line of endeavor and I don’t 
know anything about it. But that is the impression I have. 

The CuarrmMan. Do you approve of the formula of parity for ordi- 
nary agricultural crops? 

Mr. Monraacuer. Mr. Spence, I don’t know. I have never studied 
that thing as I should, because it didn’t affect the people I represent 
and I just don’t know anything about it. 

The CuarrmMan. While the parity formula didn’t come out of this 
committee, the support formula came out of this committee, along 
with the Commodity Credit Corporation. 

Mr. Monraausr. Yes; but we have never had a support price. That 
is, beef cattle have never had a support price, and we don’t want one. 

Mr. Gamsuir. Then why should they try to pin a parity price on 
you when you don’t come under it at all? 

Mr. Cour. Because it is a simple thing. I am sorry. 

Mr. MonraGur. Go ahead, Mr. Cole, you are answering it better 
than I can. I would like you to answer it. 

Mr. Murer. We will take vour answer, Mr. Cole. The witness 
is willing. Let’s have it. 

Mr. Cour. Are you, too? 

Mr. Mutter. Certainly. 

Mr. Cour. Let it be known that Mr. Multer and I are in unan- 
imous consent. 

Mr. Mutter. But not agreement. 

Mr. Woxtcorr. Mr. Chairman, Mr. Montague was asked a question, 
and Mr. Cole impetuously offered to answer it for him, and then Mr. 
Cole withdrew. 

Now Mr. Montague is willing for Mr. Cole to answer the question. 
That is where we are now. 

The CHatrMan. Go ahead Mr. Cole. 

Mr. Cour. It is my judgment that parity has been advertised and 
propagandized in the minds of the American people as being a symbol 
of fair price, and thus, to those who attempted to determine what a 
fair price was, it became a simple matter for them to say, “Parity 
is a fair price. Q. E. D., if we say parity is a fair price, that ts it. 
[t is a fair price.” | And I think that is all there is to it. I think 
that the testimony of our witnesses has shown that. We have asked 
Mr. DiSalle how he arrives at a price being fair. He says, ‘‘It is 
very simple: parity.” 

And all of the testimony here has indicated that and there is nothing 
else to the contrary. 

Mr. Mutter. Now I think the chairman’s question to Mr. Monta- 
gue was, what should we do with that formula of parity? Should 
we use it in his industry? Should we not? Should we disregard it 
in the entire farm industry? What is your answer to that, Mr. 
Montague? 

Mr. Monracve. I have one comment that with the permission of 
the committee I would like to make. 

Last Friday, before the Agriculture Committee of the House, Mr. 
Brannan was testifying, the Secretary of Agriculture, and prior to 
that time, I believe on Tuesday, Mr. DiSalle had testified before the 
same committee. 
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Mr. DiSalle was asked the question—and I heard this myself, and 
it is in the record—Mr. DiSalle was asked the question: 





How did you arrive at the prices that you establish in your ceiling price order 
for livestock? 


He said: 

Well after a lot of consultation, and after having been furnished with figures on : 
costs by the Department of Agriculture. : 

So when Mr. Brannan was testifying on Friday, he was asked by 
members of the committee: 


Xai eee 


What figures did you furnish to Mr. DiSalle for him to base his conelusions on 
with reference to the proper point at which to fix the ceiling prices for livestock? 


Perr eels 


Mr. Brannan had to finally say—he was rather evasive, and that is 
my conclusion, that isn’t in the record, he was quite evasive—but he 
finally said: 


Well, we don’t have those figures with us. 


Mr. Wells, his assistant—he is an economist that goes around all the 
time with Mr. Brannan—was asked, ‘‘Do vou have those figures?” : 
He said, ‘‘No.”’ Ly 

Will vou furnish us those figures tomorrow, the figures that you have on range 
cost of production? 





They said they would bring up something the next morning, and 4 
yn Saturday. Mr. Wells came back before the ¢ ittee, and told . 
on Saturday, Mr. eilis came back betore the committee, and tol x 


the committee—and it is in the record—that the Secretary of Agri- 
culture, the Department of Agriculture, has absolutely no figures on 
costs of production on the range. 

The conclusion that 1 draw from that is that Mr. Brannan, if he 
had no figures, could not have furnished Mr. DiSalle with any cost- 
of-production figures on the range, and then on what in the world 
could he have based his estimate? 

Mr. Mutter. Mr. Chairman, may I ask the gentleman a question? : 

I have asked this of a number of witnesses. Let’s ignore parity. : 
Let’s forget about what base Mr. DiSalle and his staff may have taken 
on which to establish his controls for this industry. 

What would you suggest would be the fair base to start with, as a 
fair price, to contro! the price of meat, as and when it reaches the 
consumer? At what point, livestock breeder, feeder, packer, whole- 
saler, retailer—at what point do you start, having in mind that we 
want to add to that base price all extra costs that may be brought 
about in the industry, costs of labor and materials, and still give every 
man along the line a fair profit? 

Mr. Monracur. Mr. Multer, that is a question that I have no 
authority from the people I represent to make a statement on. | 
couldn’t do that. 

From my own observation of the industry—and I am speaking just 
for Joe Montague and not the attorney of the Cattle Raisers Associa- 
tion—1 would say my idea about it is this: 

There isn’t any formula that you can evolve to solve that question, 
with reference to live cattle. 

It is such a variable industry, that it can’t be done. 























If you must control the price of meat to the consumer, you can’t do 2 
it by going back to the range and controlling there. 
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The only possible way is to control it at the counter, where it is sold, 
and you can’t go back of that. 

Now, I know that has some faults in it, but it is better than anything 
you can get. 
~ Mr. Mutter. Let’s assume this meat is going to cost a dollar a 
pound to the retailer. 

He has to add on to that the cost of his operation for his retail store, 
and a little profit for himself. That gives you what he must charge as 
a price to the customer. 

If we are going to fix it at that point, how are you going to fix it 
there unless you fix it all the way back? Because if you fix it at a 
dollar, he must close up. it costs him a dollar. If vou fix it at $1.10, 
he doesn’t get a fair profit if his overhead is 10 percent. How are you 
going to do it? If vou fix it at a price at which he can’t operate profit- 
ably, he goes out of business. How will the consumer get his meat? 

Mr. Monraauer. Well, I know this is true. It isn’t second-hand 
information to me. I, too, was born and reared on the ranch, and I 
know this is true: That if you attempt to control the live prices of 
cattle, and place controls on the range, you are going to reduce your 
production. J know that is true. 

Mr. Mutrer. | am very much afraid that we have got to protect 
the farmer and the feeder against himself. He doesn’t want controls. 
If I remember correctly, during the OPA days of World War II, we 
listened to the packers and the others who said, ‘You cannot control 
the price of livestock.”’ And we didn’t, and the packer reaped the 
harvest. 

Mr. Monracue. If you leave us alone we will protect ourselves. 

Mr. Murer. He squeezed the farmer and squeezed the fellow 
who bought from him. 

Mr. McKinnon. May I ask you one question, Mr. Montague? 
The men in your business, did they make money last year and the 
year before? 

Mr. Monracuer. Well, some of them did and some of them didn’t. 

Mr. McKinnon. I mean as an industry, did they do all right? 

Mr. Monraaue. | think as a whole, yes. 

Mr. McKinnon. Did the feeders do all right? 

Mr. Monrague. I don’t know. I don’t know anything about the 
feeders. 

Mr. McKinnon. But as a whole the industry, producing up to the 
feeder, did all right? 

Mr. Montague. I think so. There are some exceptions to that. 

Mr. McKinnon. Oh, ves; a few individual cases. 

Mr. Monraaue. Especially the year before last. A lot of people 
lost money the year before last. 

Mr. McKinnon. Last year was better? 

Mr. Montague. Last year was some better; yes. In the year be- 
fore last, a lot of people lost a lot of money. 

Mr. McKinnon. But the industry was sound last year? 

Mr. Montacur. As a whole I think so, yes. 

Mr. McDonoveu. Mr. Chairman. 

The Cuairman. Mr. McDonough. 

Mr. McDonoveu, Mr. Multer was making a point with the gentle- 
man here, to the effect that you can’t successfully apply the controls 
at the retail level, without going back to the source, 
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Now the fish industry doesn’t have any production cost control, 
insofar as harvesting and raising the commodity is concerned. 

Mr. McKinnon. They do on harvesting, but not on production. 

Mr. McDonoven. That is right. 

‘Tt’ y » . 

lhe CuarrMAN. You are not an expert on fisheries, are you, Mr. 
Montague? 

Mr. Montacur. No, sir. 

The CrarrMan. If there are no further questions—— 

Mr. McDonoveu. Oh, yes; there are, Mr. Chairman. 

The Cuairman. If we don’t get through with the witnesses today, 
it will be just impossible to hear them. 

Mr. McDonoveu. If we don’t, we will probably never get through. 

Do you think if we are going to control the price of meat, that it 
should be controlled from the processor to the retailer, rather than 
back to the producer? 

Mr. Montaaue. I don’t want to express an opinion on that. | 
just want to get this idea over, and this is my own idea: I don’t know 
cf airy system by which you can control the prices of live cattle, 
range cattle, and keep on getting production at the rate that you are 
getting 1i at now. 

Mr. McDonoveu. That is all, Mr. Chairman. 

‘The CuarrMan. You may stand aside, gentlemen. We are glad 
to have your views. 

The CuarrMan. I will call Mr. Carothers. 

I want to say that Mr. Carothers is a long-iime friend of mine. 
When I first practiced law I officed with his father. I have known his 
father, his grandfather, and I know Mr. Carothers will make an honest 
and straightforward statement. 

I may not agree with all he says, but I know what he says will be 
the truth so far as he is concerned. 

For many, many years he was my constituent. Now he has moved 
to Tennessee. I think he has about ten thousand acres of land, and 
he raises cattle for the market. He certainly has a right to express his 
views. 

Mr. Brown. I believe Tom Murray is your Congressman now. 

The CuarrMan. No; he is not, I still am. 

Mr. Carotuers. I have two Congressmen, Mr. Brown. 

Mr. Brown. Tom Murray told me he wanted to be here to hear 
you this afternoon, but he asked me to mention that it is impossible 
for him to do so, and he says you are about the most prominent citizen 
that he has in his district. 

Mr. Carornuers. That is very kind of him, sir. 


STATEMENT OF RICHARD CAROTHERS 





Mr. Caroruers. Mr. Chairman, my name is Richard Butler 
Carothers. 

I was born and raised in Campbell County, Ky., as your chairman 
has said. I was born there in 1898. 

I bought the first livestock I owned in 1916, and I owned a part or 
all of some kind of livestock ever since. In 1920, the lowa State 
College presented me with a bachelor of science degree in animal 
husbandry, and that is a long time ago, so what I learned then doesn’t 
go for very much now. 
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But I have been in this cattle business, and I am still in it. And 
we are very much perturbed, the people I am associated with, and the 
people I represent, who are some 37 stockholders in the cor ‘poration 
that I am now the president of, the H. C. Spinks Clay Co., of Paris, 
Tenn.—27 of these stockholders work every day in our clay mines 
and on our farms—a good many of these men have all of their money 
invested in this business, and every one of them is a hard worker. 

They feel they are entitled to a ‘profit, and they are trying hard to 
cet one. They like the business they are in, and as I told Mr. Spence 
over the telephone, price control is not going to run us out of busi- 
ness, because we are going to find some way to make it go and we 
are not deserting, we are not walking off the ball field. 

Now, the referee may put us off, but we are not walking off. We 
want to start on that basis. 

The CHarrMAN. Are you opposed to price control? 

Mr. Caroruers. I am opposed, sir, to price control on live cattle, 
and I have reasons and facts, and I have got figures, and I can prove 
them, as to why it is wrong. 

I will give you a little history of our beef cattle business, under our 
present set-up. We started our present operation in 1937, first as a 
partnership, then as a corporation. And in 1949 we went into our 
present set-up. 

At the present time the corporation has 10,000 acres of land, 
which we are trying to turn into the best pastures, under the best soil 
practices that we can adopt. 

At the present time our inventory of live cattle—Mr. Robertson 
says here that he will pass any of this up to you, that you wish to see— 
I might add further right here, that I had the start of a very fine pre- 
pared message that ] ‘might pass along to you and read, but after I 
got to town, ‘here, and got out of the country, and started to hear this 

testimony, I knew that my statement would merely be repetitious 
and take up your time, and that it was irrelevant to the thing you are 
talking about. So I threw it away. 

Mr. GamsB.e. From the grass roots, though, that would be quite 
healthy. 

Mr. Carotuers. Thank you, sir. And I will tell you this: I 
work at this business, but I may not be able to tell you about it as 
smoothly as I would like to. 1 sure can work at it. 

Mr. GamBuie. We appreciate that. 

Mr. Carotuers. Now, at the present time we have on our place 
these cattle. This is our outfit. Now, our herd of cattle started in 
1937, as a steer operation. Then we grew into a cow operation. 

When the war started, we had 300 of the best beef cows in Ten- 
nessee. But without cowboys you can’t have cows. So Mrs. Ca- 
rothers sold the cows and went into the steer business. 

Now, we are getting back into the cow business and the steer busi- 
ness, a combined operation. In January of 1949, we purchased a 
herd of cattle from which we could start back into the cow business. 
We purchased 15 carloads of cattle in Stratford, Tex. We took 
delivery, I believe, on the last day of March. 

Here is our inventory today: We have 450 cows, 100 2-vear-old 
heifers. We have 53 bulls. We have 208 steers, 2 years old, or over 
: have 120 head of yearling cattle that are about half heifers and 
lait steers. 
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We have 375 calves now on the ground from these 450 cows. There 
are more calves coming, we hope, every day. 

The other day I was helping the boys with the cows—I am the 
chief obstetrician, Mr. Multer, and I only pull one calf a year out of 
these cows—so we had to throw this cow down, and you know some- 
times you start out to throw the cow down, and instead the cow 
throws you down. You work that out finally. So I kind of cussed 
this old cow and asked her if she didn’t know I was the president of 
this organization, that I was running this business, so one of these 
cowboys said from what he heard over the radio and read in the paper, 
he said, “‘You don’t run this business any more. Mr. DiSalle runs 
it.” 

Well, I got on my horse and went looking for another cow, and after 
a while I told that kid, “You know, I am going over there and see 
about this, because maybe it is run over here and not down there.” 

That is why lam here. So then I talked it over with my folks down 
there, and they said, ‘“‘Sure, you better get over there real quick.’”’ So 
I called up Mr. Spence, and Mr. Spence said I could come and I 
appreciate this opportunity. 

We have got an old man down there who looks after our cows. He 
isa kind of a philosopher. He tells me when we get excited in handling 
these cows, and the cows get wild and the men get hot, this old man 
says, ‘‘When the cattle get excited, it takes somebody quiet to calm 
them down.”’ So if I don’t stay quiet, you can calm me down, Mr. 
Spence, and we will try to keep this running along right here. 

In the first place, I don’t believe that very much of this testimony 
has been directed at the problem that you gentlemen really have before 
vou today. As I understand it, your problem is not whether Mr. 
DiSalle is a good Administrator or not. You don’t have Mr. DiSalle’s 
responsibility, as I understand it. Your responsibility is to write a 
changed copy of the present price law, reenacting it as is, or throw it 
all out. Am [I right in that, sir? 

Mr. Murer. We don’t make the regulations, nor will we, I believe, 
make any changes in the regulations. We write the basic law under 
which the Administrator is authorized to issue the regulations, which 
fix the ceilings. 

Mr. Caroruers. Well, then I am right; is that right? Ara I right, 
sir, or am I wrong? 

Mr. Muurer. Well, I don’t know whether you understood that we 
don’t make the price control regulations. 

Mr. Carorners. That is just what I said. I said you don’t ad- 
minister the law, vou write the law. 

Mr. Murer. That is right. 

Mr. Carotuers. So I am going to try not to quarrel with you about 
Mr. DiSalle, because I don’t believe he is your boy. I don’t believe 
you are responsible for him. 

Mr. Mutter. We may not be responsible for him, except that if he 
doesn’t live up to the law or follow the law as we lay it down we might 
be able to make some changes in the law to require him to do it. 

Mr. Caroruers. I would like to talk to you, sir, about the thing at 
hand today, and that, as I understand it, is that this law runs out on the 
30th day of June, and you are working on a new one. 

The CaarrMan. We have some watchdogs on the committee we can 
set on anybody. 
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Mr. Carorners. Yes, sir. Well, did you decide the other day 
whether they are biters or barkers? 

In the first place, Mr. Multer, you say that everybody that comes 
before this committee says he has been making money in the cow 
business. I hate to come up here before the Lord and all of these 
other people and tell you that last year, under my very good manage- 
ment, the Spinks Co. lost money. They lost $81,381.52. 

Mr. Murer. And your sole business was raising cattle? 

Mr. Caroruers. That is beside the point, sir, as to where | got 
the $81,000 to stay in business. 

Mr. Mutrer. Well, I am not asking you where you got it from. 
That is no concern of ours, except we hope you got enough to con- 
tinue on. 

Mr. Carotuers. That is my worry, sir. I have got a pretty good 
bank—— 

Mr. Mutter. No; but you see, Mr. Carothers, what we are trying 
to do is determine whether or not we should continue this law. 

These witnesses thus far have been telling us that we ought not 
continue this law because Mr. DiSalle has made a very bad price 
regulation in your industry, and he shouldn’t have done it. 

The CHarrMan. Well now, I suggest the witness be allowed to 
make his statement. 

Mr. Caroruers. Mr. DiSalle did not cause my loss in 1950. I will 
set him free of that, sir. 

Now, I can tell you some of the reasons. This that I read to you 
from is a certified audit of our business, made by our certified public 
accountant, who is as good as we can hire, and this accounting is done 
on the basis that it is accepted by the United States Department of 
Internal Revenue. 

Now, there are some contributing factors to this loss. One was, 
we had bad luck with our calf crop, or bad management, whichever 
you want to call it. Every cow that calved on our place last year 
was a first-time heifer, and a first-time heifer doesn’t have good luck 
raising a calf, or as good luck as a cow raising her fourth calf. 

So we lost a lot of heifers, we lost a lot of calves, and the result was 
bad. 

The other thing was that we had an unusually heavy rainfall in 
Tennessee last year. 

Now, the gentleman that was here just before is plagued with dry 
weather. While he was drying out and dusting down last year, we 
were having so much rain that our grass was washy and coarse, and 
our steers wouldn’t get fat. They would just grow. 

We finally had to wind up feeding them some high-priced corn and 
cake to get them up to where they would grade U. 5. Good and could 
be killed for Army beef. 

The next thing that hit us was the most rugged winter, during the 
winter 1950-51, that to anybody’s knowledge ever hit that county 
in Tennessee. 

So we had three bad things happen to us, right there. The other 
thing was, that the price of the things that we must buy and purchase 
to operate our farm have been continually growing up faster than the 
price that we get for the livestock that we sell. And I will go into 
those figures immediately. 














944 DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


The things that we purchased to operate this farm, sir, last year, 
were as follows, just so you will have an idea what proportion of your 
expense these various items are: 

Labor, twenty-three-thousand-and-some-odd dollars. 

Supervision, $7,244. 

Supplies, $2,381. 

Veterinary medicine and veterinary services, $2,719. 

Fertilizer, for our improved pasture, $14,682. 

Seed, grass seed, $8,918. 

Hay, grain and other feed—that was hay, grain, cottonseed, lin- 
seed, and soybean meal—$40,090. That is a big item. And _ it 
goes on. 

The other principal items are repair parts, $2,000; taxes on land, 
$2,098.67; depreciation on buildings and equipment, $5,669; tractor 
and automotive expense, $9,487, and so forth. 

You will see right there, gentlemen, that the big items in our expense 
are labor, and supervision, fertilizer, seed, hay, grain and oil meal, 
depreciation, taxes, and automotive expense. 

Here is how our labor costs have been increasing over the last 3 
years. We have a typical farm pay roll. You will notice there are 
not very many people on there, but they are receiving pretty good 
wages. Our operations are entirely mechanized. 

Our superintendent, our soils chemist, our supervisor—who also 
does most of the doctoring—our truck driver, our maintenance 
man—who does fencing, building maintenance, builds corrals—our 
mechanic, who does just evervthing—two cowboys, and eight farm 
hands. 

In 1949, our typical weekly payroll was $729. In 1950, it was 
$737. Right now it is $1,047. In other words, it has gone up 43 
percent. 

Now, on that cattle inventory sheet, vou will see comparable 
machinery prices for the machinery that we use. An International 
M-type farm tractor has advanced, under control, 14 percent. 

A D-7 caterpillar tractor—that is the kind we use—has advanced 
from $12,500 to $14,500, an advance of 13.79 percent, under control. 

A White truck, of the kind that we use, has advanced from $5,410 
to $6,906, 27.64 percent—and I heard it stated here today that the 
automotive industry has not raised its prices, under control, that they 
had held the line. 

I believe you made that statement, Mr. McKinnon. 

Mr. Mutter. No; I believe it was Mr. Bolling. 

Mr. Caroruers. I wish he was here. 

Mr. McKinnon. I have been pricing automobiles too much during 
the last few months not to know that. 

Mr. Caroruers. I have got invoices of comparable items in the 
last few years, to just show you. This is not something I have asked 
somebody about. These are things I have signed checks for. 

Here is a fertilizer drill, for instance. That is the only fellow that 
didn’t get smart. He only went up 3.7 percent. 
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An International tractor-drawn mower only went up 5.6 percent. 

Then we get down to farm supplies, and here is one that really 
hurts: This is produced by the steel industry, under control. Those 
boys increased the price of the barbed wire that we have to buy from 
them 43.9 percent; woven wire, 26.3 percent. A keg of nails went 
up 22.8 percent. And all of those other items in proportion. 

Now here is a tire, gentlemen, a 10 by 20 truck tire, which went up 
71.3 percent. 

Mr. Brown. What item was that? 

Mr. Caroruers. A 10 by 20 tire, that we use on our trucks, went 
up 71.3 pereent, under control, Mr. Brown. One of the witnesses 
said here the other day that a rubber worker didn’t eat rubber. 

The CuarrmMan. Will you discontinue just a minute? 

Mr. Caroruers. Yes, sir. 

The CuHairMan. I wish to recognize Mr. Arends. 

Mr. Arends, you may put your statement in the record. 


STATEMENT OF ROBERT H. ARENDS, PASADENA, CALIF. 


Mr. ArRENDs. My name is Robert H. Arends, 931 East Colorado, 
Pasadena, Calif. 

I represent some 28 organizations of California and we would like 
to address the committee in connection with title IV of the so-called 
rent stabilization agency and I would like to submit records and 
evidence to each and every member of the committee. 

The CHarrMAN. That will go in at the proper place when we cen- 
sider rent control. 

Mr. Arenps. Thank you, sir. ; 

The CHarrMAN. Pardon the interruption, Mr. Carothers. 

Mr. Caroruers. Surely, Mr. Chairman. We just got through 
feeding rubber to this rubber man. ‘The tire went up 71.3 percent. 
Here are other tires, which went up 40 percent. 

Mr. Willoughby testified just before me, and very ably, sir, and he 
said veterinary supplies didn’t go up. Mr. Willoughby hadn’t 
checked up. We found a typical advance on veterinary supplies to 
be penicillin, which went up 27.9 percent. Fertilizer went up very 
little. Down at the bottom, under ‘‘Seed,” we find that the greatest 
advance in seed happened to be in Korean seed. 

Now, I don’t know how that happened, but it went up 45 percent. 
That is a form of lespedeza that we plant in our pastures. 

Gasoline went up 4.2 percent; grease, 3 percent; motor oil, 7 percent. 

Mr. Coxe. Will vou file that for the record, Mr. Carothers? 

Mr. Carorners. Yes, sir. 

Mr. Coxe. Will you also include this one of your capital inventory, 
and so on? 

Mr. Carorners. Yes sir. 

(The information referred to is as follows:) 














946 DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


H. C. Spinks Clay Co., Inc., May 1, 1951 


Farm payroll, Jan. 1 through Apr. 30, 1951__.____..___._.......__. $13, 521. 29 
Seed purchased, Jan. 1 through Apr. 30, 1951_________________. . 4, 595. 46 
Fencing purchased, Jan. 1 through Apr. 30, 1951___________. sry 1, 358. 37 
Fertilizer purchased, Jan. 1 through Apr, 30, 1951____.__________- 10, 427. 85 


WUE. 54 nae ne. mata eis on Ia er pe Septal Ean aa 29, 902. 97 


CATTLE INVENTORY 


Head Head 
Cows. ; © Aaa: 450 || Steers 2 years and over_._..__.._._.._.. 208 
2-year heifers rae A eek: 3 100 Yearlings.___ ; Gite 85%): poate 120 
Bulls___.- me we aeaenne 53 |} Calves... as . pcan | 375 
- ——~ _ - — = HM = = ~ —— _ 
MACHINERY PRICES FOR— 
| | > 
ere achinery 950 price 951 price Pereent 
Type of machinery 1959 price 1951 price increase 
Sn ee ee eR Ce A SE See OE RE A OR TESS, AS Ee oeied | 
International farm tractor........_..--._____- : $2, 275. 00 $2, 594.00 | 14 
D-7 caterpillar tractor _- STEED Charis ne ; : 12, 500, 00 14, 500.00 | 13. 79 
White truck f 5, 410.61 6, 906.32 | 27. 64 
Gar Wood body_..- a : 1, 488. 00 1, 788. | 20, 2 
Fertilizer drill ree i eiletseoetuelicionn ; ae : 265, 00 . 3.7 
Tractor mower. : aban se Z 3 beadé 260. 00 | 5.8 





FARM SUPPLIES FOR— 





| 

‘ . | ; | Percent 

ne be 950 price 5 | Percen 

Type of supplies 1950 price 1951 price | inerease 
pease heh dietiailatgcberioaiocspoopicncciiesnentmiitictipibielsinaei sab NTR Te odinsdineaiellccindiaaisiuehinid eink iaaadead sag ae aaa ee aie 
Barbed wire (roll)... ..-2--_.- aa fee et $6.08 | $8.75 | 43.9 
Woven wire (rol])......__- Fa stenrees c i 13, 06 | 16. 50 | 26.3 
10-penny nails (keg)___- Pumawun sacs somae 7.09 8.71 | 22.8 
Roofing paint (gallon)____- 5 bak, 2 5.60 | 6.00 7.0 
24-inch culvert pipe-___- ae : sont ees Pee 3. 52 3.91 | 11.0 
10.00 by 20 tires te LS ae A GER 3 apie. 90. 38 154.85 | 71.3 
10.00 by 20 tubes_____- : . Ee eee ae i 8.68 12. 27 | 41.4 
6.50 by 16 tires ‘. . diet ‘3 ; 21.38 31.90 | 49.2 
11.00 by 38 farm tractor tires_ - LS. 96.25 | 113. 20 | 17.6 
Aluminum roofing (piece) f.. eee 1.78 1, 97 10.7 
Penicillin : q ‘ ° 2.15 | 2.75 27.9 
Tractor parts OST: 2 (}) (1) 14.0 
Wire . Zs aes ; “3 (@) (1) 20.0 

FERTILIZER 
Basic slag_.- Be pe geeS 3. FRCS | $14. 72 | $15, 25 3.6 
SEED 
Cents Cents 
Kobe (pound) pinia dip dueasteh> dbkiiak iabeitt dee ae bakieicweinmaen 1234 15 16,7 
Orchard grass (pound) ERP IPE 34 37 | 8.8 
Red top_-. ‘ e pants 48 50 | 4,2 
Korean _ . 5 — a asi aba dean . 10 | 43.0 
GASOLINE AND OIL 

Gasoline (gallon). -- 24 25 4.2 
Fuel oil (gallon) 13.4 14. 1} .5 
Grease (pound) 1534 1644) 3.2 
Motor oil (gallon) 98 100 | 7.5 


1 Price information from Taylor Machinery Co., Memphis. 
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Mr. Caroruers. Now, to show you how this thing goes, how this 
trend is continuing, our payr oll January through April 1951, $13,- 
521.29. We bought $4,595.46 worth of feed this year. We bought 
another $1,358. 37 worth of fenci ing, and $10,427.85 worth of fertilizer. 

That demonstrates that we haven’t deserted the production of 
beef. We haven’t quit. 

Mr. Mutrer. I hope you dont, because I want to see you get 
your investment back and a profit, ‘too, which I know you will. 

Mr. Carotuers. I sure hope you are right. We are in a fix now. 
we can’t quit. 

The CuarrMAN. You are making a good argument for price control. 

Mr. Caroruers. Sir? 

The CuHarRMAN. You are making a good argument for price control. 

Mr. Caroruers. Well, sir, | am just giving you the facts and I am 
not going to tell you to control or not to control. I am just going to 
tell you what it is doing to us. 

Here is where I start to get excited, and you may have to calm 
me down. Sunday, May 17, I believe it is here—this is when we 
read in the papers about price control. That is the only way we get 
the word, we cowboys. We don’t get any regulations from Mr. 
DiSalle’s office, or anything. We just have to read it in the papers, 
and we don’t have much time to read the papers. And here we find 
out that they are doing all kinds of things, that they are putting a 
ceiling on the price of live cattle. 

Of course, there is an evasion there. It says it is not a ceiling. 
But itis. If you can’t sell them for any more than that to a legitimate 
buyer, it is bound to be a ceiling. 

Mr. Mutrer. I don’t know what paper that is, but you can be 
sure it is intended to be a ceiling. 

Mr. Caroruers. Well, I don’t think the paper had anything to do 
with making the ceiling or not a ceiling, sir, but right here we have the 
farm wage ceilings, and one of the witnesses said there is no control 
on farm labor prices, but it is my understanding there is, and it is the 
understanding of the Wage Stabilization Board that there is. 

But he has testified he had to let them go up, and he gives some 
figures here. You can raise them if you don’t get t them above 97 
cents, I believe. 

I want to tell you something about farm labor. It is the most 
underpaid labor in the world. And I want to tell you the thing that 
in my opinion a farmer and a cattleman is up against, on this labor 
price. It is awfully hard for me to sit there in Henry County and 
say that our labor is underpaid on our farm, so we will pay them four 
times as much as anybody in the country, and get them up to rates 
comparable with rates, because we have got to sell, on the open market, 
the production of our farm, and the price on the open market is 
made by the production of everybody. I am sure you will all agree 
with me on that. 

It has been our experience, in other businesses and in the farming 
business, that cheap labor is the highest priced thing you ever let walk 
out on your place. And yet we are up against that. 

So the way we ave trying to correct that is to equip our farm with 
the heaviest, biggest, most modern equipment you can operate on a 
farm, hire newer people, more competent people, higher-scale people, 
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and pay them enough money so that we can get somebody who has 
intelligence enough to understand what we are doing and who will go 
on and get it done. 

And I certainly want it in the record here that I am not up here to 
try to beat down the price of farm labor. I think the farmers would 
be better off if they would get better labor and pay more, and that is 
what we are trying to do. But it is a little rough, when they say you 
can raise the wages, but the price you can sell beef for goes down, 
and then you call up the packer that you have been selling to, and 
here is what he tells you—it is confusing. 

He tells me that last year we sold our cattle to Wilson and Co. 
They came right there and bought them, and we got along fine with 
them. They killed them in Memphis, where they “have a nice plant. 
We sold them to them for $28 per 100 pounds delivered at their plant, 
and weighed over their scales. 

Just to show you how the cattle business is done, we also had the 
privilege of weighing them over our scales, at the farm, and shrinking 
them 2 percent in weight, before we hauled them the 130 miles to 
Memphis. 

Mr. Mvvrer. And if they don’t actually shrink the 2 percent, 
they get the advantage of the difference? 

Mr. Caroruers. We can do it either way. We weighed the first 
load at home and sent them down and then they sent us a check and 
then we told them it wasn’t worth it and we did it their way. 

Mr. Mu rer. In other words, it doesn’t vary 2 percent? 

Mr. Caroruers. I have had cattle shrink 16 percent in weight, 
between the weight at the farm and the weight on the Chicago market. 
Then I have had them go to Chicago and weigh out. The handling, 
the weather, what they “have been eating before you start, there are 
so many things that affect that, that it is une ontrollable. That is 
one more thing about the livestock business that can’t be settled by 
any stabilization board, because it never works out the same way 
twice. 

So I called up the buyer for Wilson & Co. and I said, “What hap- 
pened?”’ Here is what he said happened: He said, “Your cattle last 
vear, Dick, graded Good. Under the present grading system, they 
will grade Choice.” 

Now, this is duplicate cattle of what we sold him last vear. 

Mr. Coxe. For the record, is Choice better than Good? 

Mr. Caroruers. Choice is the next higher grade than Good. I 
can’t tell you why they grade differently this year. 

Mr. Mutter. Choice brings a higher price than Good? 

Mr. Carotuers. Under the present system, he tells me that if 
they do grade and dress like they did last year—and by the way, I 
would have to take his word for the grading and dressing. There 
would be no way in which I could tell what it was—he could give me, 
if he had the notion to, the highest price he could give me for those 
cattle would be $34.06 weighed in Memphis. 

If they graded Good, he could give me $33.09 weighed in Memphis. 
If they craded Commercial, he could pay the company $30.31, weighed 
in Memphis. 

Now you understand we haven’t got the cattle ready yet 
Mr. Mutrer. What was the last price? 
Mr. Carorners. $30.31. 
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Now, he said, “If you had your cattle ready, that is what I could 
pay you today. * But I said, ‘Ray, the cattle won’t be ready until 
October 15 or 30.” 

He said, ‘You sure got hit in the chin, didn’t you?” He said, 
“We are going to take 4% percent off of that in August, and we are 
going to take another 4% percent off, that is 9 percent,” as he under- 
stands, “the first day of October.” 

We can’t get there until the last day of October and make those 

cattle grade ‘and dress Choice. So we are going to take first licking 
cau we are going to take the second licking. We are going to take 9 
percent off. You can figure that just as well as I can. 

If we do that, my estimate is that the cattle will bring 32 cents this 
year, where last year they brought 28, so they have gone up $4 
hundred, 14.3 percent. 

And if you look back at all these things, our cost of doing business 
has gone up a whole lot more than that, isn’t that right, sir? So there 
weare. Weare in the bind again, aren’t we? 

So here is what I have come to ask you to do. And that is just one 
of the things that has hit us. I didn’t say anything about the feed 
cost. Mr. W illoughby told you how much cottonseed meal has gone 
up, and he is right. Cottonseed meal has gone up from $60—all these 
oil meals are going to cost anywhere from 30 to 70 percent more this 
year—ace ording to the best advice we can get, than last year. 

Now we talked about corn here. You have had corn all over this 
room here. The other day, Mr. Newsom was telling you what he was 
getting for corn. 

Now, last year we bought our corn, most of it, for a dollar. And 
right now, corn is worth, in Chicago, $1.79, if we buy it by the carload, 
and then we have to pay the freight down there, that is about 17 
cents a bushel. 

Now, we prédict—and we don’t know what corn is going to be in 
our country this fall—but we predict that it is going to be $2 a bushel, 
and you can put all the ceilings on corn you want to in our country, 
and if you don’t pay that farmer what he wants for his corn, you just 
don’t get the corn. 

Now, what are you going to do? You have got to have corn in 
order to fatten these cattle. Because if you don’t buy it, somebody 
else will, or he will feed it to the hogs. 

The next thing I asked this man was, ‘‘What has this done for the 
housewife in the Memphis area?” 

He said, ‘‘We have been getting round steak, and sirloin steak’’— 
which, by the way, sold for just about the same price per pound, hereto- 
fore, in the Memphis area—‘‘over the retail counter for 71 to 79 cents. 
Steak of that same grade, under this price ruling, can and will now 
sell for $1.09 for round, and $1.29 for sirloin.”’ 

Mr. Mutter. What grade is that? 

Mr. Caroruers. It is the grade you cut out of these cattle I billed 
for him, these cattle which are now graded Choice. 

| have kept this all on one kind of cattle. 

| am quoting Wilson & Co. Packers’ statements here. 

Mr. McDonovuau. Read that again. 

Mr. CarorHers. Seventy-one to 79 cents, sir, is what they have 
be en getting over the counter for it, in Me eichis Now they can get 
s1°09 for the round steak and $1.29 for the sirloin. 














950 DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


Mr. Brown. That is in Memphis, Tenn.? 

Mr. Carorners. Yes, sir; that is the trading area we live in. We 
live in what they call the Memphis trading area. 

Mr. McKinnon. What was that meat:that they were selling for 79 
cents a pound marketed for? 

Mr. Carorners. This is Friday and Saturday information. 

Mr. McKinnon. When did that meat they were selling for 79 cents 
go in the feed lot? 

Mr. Carotuers. I do not know who fed it. There would be no 
way for me to know, sir. I don’t know where they got these cattle. 

Mr. McKinnon. What is the normal time between the time a 
feeder cow comes off—— 

Mr. Caroruers. I am going to tell vou, Mr. McKinnon, how we 
do that, and then that will keep it on the basis of the same steer I 
am talking about. 

Mr. McKinnon. All right. 

Mr. Caroruers. Now the funny part about this is that Wilson 
does not like it. So they tell me. Now you can discuss that with 
them. 

Mr. Mutrer. You mean they do not like the increase in price? 

Mr. Caroruers. They do not like the way they have to operate 
that now. But I say, please discuss the packer business with the 
packer, because I never killed a steer in my life for anybody to eat 
but my own family and my own people, and we butcher one every 
once in a while. 

We just cannot understand it, gentlemen. Here you make a man 
a price stabilizer, and you let him take a two-handed stick and whip 
us, when we are already not getting along too well, and it is adver- 
tised in the paper that it is going to save the housewife these millions 
of dollars. You are sure not going to save it in Memphis. 

Mr. Gamsue. That is in reverse. 

Mr. Caroruers. It is a funny thing. 

The Cuatrman. Who gets all that profit? Who gets it? 

Mr. Carotruers. Mr. Spence, it is somebedy after that truck goes 
out of the Spinks Clay Co.’s gate, I will guarantee you that. 

The CuatrmMan. Have you followed that down to the retailer? 

Mr. Caroruers. Somebody could, but I could not, sir, because I 
do not know anything about all those things, along the line. 

Mr. Coxe. Well, is it not possible that no one has obtained an 
unconscionable profit out of the operation? Is it not possible that 
the depreciation of the dollar has made the difference in the price? 

Mr. Caroruers. Mr. Cole, I just do not know what makes the 
packer’s profits or losses. 

The Cuarrman. Is not the change in the retail price felt in your 
price? 

Mr. Caroruers. Yes, sir; when the housewife knocks the retail 
price down we really get it. 

The Cuarrman. When it goes up do you get that? 

Mr. Caroruers. Yes; we do. 

The Cuatrman. Do you think you get your proper proportion of it? 

Mr. Caroruers. Well, I do not know whether we do or not. I 
am just telling you how it is going along now. 

But I know one thing: There was not that much spread between 
the butcher’s price over the counter and the live steer at our scales 2 
years ago. 
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The Cuarrman. When the slaughterer gets a higher price does he 
always pay you a higher price for your product? 

Mr. Carotuers. Well, sir, when you go to sell your cattle to the 
packer, it is everybody for himself, and you get the highest price if 
you do a good job of selling. 

Mr. Mutrer. Did you ask this man from Wilson & Co. how he 
possibly accounts for an economy that is going to make you sell your 
product for less money and let him get more money out of it? 

Mr. McDonovau. He does not get it. 

Mr. Caroruers. I can explain that to you exactly. 

The first freeze that froze everybody’s prices, in those 2 weeks in 
January, caught the Memphis market with this 71 to 79 cents for round 
steak. That was their highest price during that time. They went on, 
seemed perfectly happy, and, in order to save the housewife money, 
they were then raised to these other prices, $1.09 and $1.29. 

And, gentlemen, I tell you one thing: those housewives are not going 
to like it. And it is not going to do anybody any good. 

Mr. Waucorr. Did the price of this meat go up to that figure, or is 
that the ceiling. 

Mr. Carotrners. That is the ceiling and immediately every butcher 
shop in town raised their price. That is the word I get. 

Now whetker the packer raised them or not he did not say, and I 
was gentleman enough not to ask him. 

Mr. Coir. Do you not think we ought to have some retailers in 
here? 

Mr. Caroruers. That is up to you, sir. Again, I do not want to 
get into the position where a couple of these boys did, of telling you 
how to run your business. 

The CuarrMan. The master of the Grange thought that the remedy 
that should be applied was rationing, that we should appky rationing 
before attempting price control. What do you think about that? 

Mr. Caroruers. I| despise rationing, Mr. Chairman. 

The CHarrmMan. Well, I don’t like it very much myself. 

Mr. Caroruers. And I don’t want rationing, and if you will pardon 
the way I explain it, I will tell you one reason why I don’t want it. 

[ have got a lot of good friends here who are Members of the House 
and Senate, and I am very proud of them, and I am just afraid that 
a rationing program on meat would change the Congressional Direc- 
tory. That is just what I think about it and that is purely my 
opinion. 

If you gentlemen want to try it out, that again is your decision. 

| believe I know the temper of some of the people who live in my 
country. 

The way I figure this roll-back, it is confiscation of property. 

A good many witnesses here have been asked about parity on live 
beef cattle. I want to tell you that I never tried to figure what parity 
on a live steer was and got an intelligent answer. I have tried it 
several times. I have had my accountant try it, and we never got 
anywhere, so I quit. 

But one of Mr. Spence’s very good friends, Mr. Aubrey Barbour— 
I think one of the best lawyers in Kentucky—used to try to teach me 
a little bit about the law so that I could get along and stay out of 
trouble. 
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He taught me that a fair price—and after all, that is what they 
are trying to find—is a price that a man that does not have to sell is 
willing to take, and a man that does not have to buy is willing to pay, 
and I will guarantee you that is not parity, as it is rated on a beef 
steer today by the Department. 

I also want to tell you that people who are associated with me do 
not want to collect a Government subsidy on our beef. _We don’t 
want our cows to nurse the Government. We want them to nurse 
their calves, and we will feed the mothers. If we can’t get along, we 
will just have to go broke. 

We urge you, when you either reenact or amend this law, to take a 
definite action prior to June 30. The worst thing that this price 
control business on beef has done to the beef industry is that it has 
kept the little fellow, that was just getting ready to go into the cow 
business, the feeding business, out of the business, and it has dis- 
couraged these people. 

Now, whatever the rules of the ball game are, gentlemen, please 
let’s set the rules, and then we will play ball, and let’s not change 
the rules while the game is going on. 

Mr. Core. I am inclined to think that is true with all industry and 
all business, and all manufacturing, that we must and should make 
this decision by June 30, if at all possible. 

Mr. Caroruers. Now I will show you just how that is operating 
in a small way, in Henry County, Tenn. 

We have bought a good many cattle for our own account, in Texas, 
and shipped them in there, and the same time we got started in busi- 
ness of buying cattle for our neighbors. These are a group of sales 
that we made in the vear 1951, and the vears 1950 and 1949, of mostly 
heifer stock, to people who were new in the beef-cattle business. 

When I say beef-cattle business, | mean cattle.that really are beef 
cattle. 

Now, if.*ou will look 

Mr. Coir. Do you mean quality cattle? 

Mr. Carotuers. Cattle of, say, the kind of quality we have got, 
something that will grade good to choice when you get it reasonably 
fat, on today’s market, and something that will make an economical! 
gain. 

Now, you look at all these people, please, gentlemen. They are 
little fellows, and it is the big group of little fellows that makes up 
the supply of agricultural products in this country. I don’t think 
anvbody will argue with me about that. 

Now, right here is a boy, Merle Finch. We sold him 12 steers, in 
1949, and he did real well with them. 

We sold them to his daddy. 

He carried those on, carried them through last year, and he came 
to me last fall and he said, ‘“Mr. Dick, I want you to buy me a few 
heifers,”’ and then in the next breath he said, “What is price control 
going to do?”’ 

“Well” , I said, “I don’t know. I will think it over, Merle.” 

So every once in a while I think I will buy that kid those heifers, 
and then I say, ““No; I will buy him those heifers and somebody in 
Washington will automatically knock 10 or 15 percent of them in 
the head and I am just not going to do it.” 














ot, 
ly 
eal 


ire 
up 
nk 


in 


ne 
ew 
rol 


rs, 
in 
in 








































DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 953 


So I waited, and when price control came out, the other day, I 
bought him 10 heifers. 

He put $2,016.50 into them. 

Now, this summer we are going to loan him an Angus bull to breed 
to those Hereford heifers, so that he will get a small calf next vear. 
Then he is going to buy himself a Hereford bull and that boy is going 
to start a herd of cattle. He has got a pretty good sized farm, and 
it is very reasonable to expect that 10 years from now, he and his 
brother and his mother, who operate this farm, can produce a con- 
siderable amount of beef there. 

They will build their herd as they go along, they will learn as they 
go along, but it is going to be awful hard to make them keep those 
heifers if somebody keeps knocking around on the price, and the rules 
keep changing so fast. 

I also want you to notice that we put out 217 quality heifers there 
to our close neighbors, in the vear 1949. We put out 48 last year, and 
18 this year 

Mr. Gamsur. Do you buy those for these people or sell your own 
stock? 

Mr. Caroruers. These heifers were bought by our cattle buyer in 
Texas, at the same: time that he was purchasing cattle for us, and 
they were brought in with our shipments. They were blood-tested 
and vaccinated there in our corral and then hauled out to these people. 

Mr. Cote. In your judgment what is the difference between 1951 
and a proportionately large number, 18 in 1951 and a proportionately 
large number in 1949? 

Mr. Carorners. On August 10 of last vear—you understand most 
of these cattle are purchased in the fall, sir. 

Mr. Cour. Yes, sir. 

Mr. Caroruers. That is the common time to move these cattle 
out of Texas. It is the best time to move them to our country. 

On August 10, the extension department of the Tennessee Agri- 
cultural College, University of Tennessee, had their West Tennessee 
Cattlemen’s Field Day at our corrals, and we had cattle there, people 
in the community had cattle there, for them to talk about and look at, 
and they had smart people and dumb people, and everybody else, 
to give speeches, and then they argued that al! out and,we had a fine 
time. 

We also had a barbecue, so everybody was going in the cattle 
business. 

Along late in the afternoon there somebody said that I ought to get 
on the loudspeaker and tell them what controls were going to do to the 
price of cattle, and I told them just what you would expect to tel! them, 
I don’t know what I told them but I told them that I couldn’t tell 
them, and I certainly wouldn’t want anybody there to buy cattle 
without expecting some measure of price cut to be put on those cattle, 
and I further told them, later on, when these people had come back, 
the same thing that some of these gentlemen here told you—That the 
information had come direct to me from some of these gentlemen who 
came over here on these advisory committees, that no roll-back or no 
ceiling was contemplated by the Department on live cattle but that | 
still would not believe them. 

And that is the position I took. So the boys didn’t buy any more 
cattle. 
88473—51—pt. 2— 
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Now, that is just the whole story, and it just stopped. 

You understand, these people in the county have been buying these 
cattle through other people other than us. 

These counties have been developing quite a beef industry. 

Mr. Coir. Do you think your statement is rather typical of the 
other cattle raisers in vour county? 

Mr. Carorners. My statement, I believe, is what they were 
dependent on in my county and when I got ready to come over here, 
the word got around and they all came to me, the president of the 
Commercial Bank & Trust Co., of Paris, Tenn., who is a leader in the 
development of the beef-cattle industry—the bank is trying to develop 
a diversified farming industry in our county and they are doing a fine 
job of it—he got very active and be told me that he wanted me to tell 
this committee that what I said went for him. 

[ will tell you, too, that I don’t bank at his bank and I don’t have 
any stock in his bank. It is just that he is interested in the same 
thing for the benefit of Henry County. 

Mr. Woxcorr. You made an interesting statement a few moments 
ago, that the packers had up-graded your stock from Good _ to 
Choice. 

Mr. Carorners. The packer did not do that; sir. The Govern- 
ment grader has done that; that is the way it is explained to me. 
te Mr. Wotcorr. Well, however it is done, it was up-graded from 
good to choice. Now, choice price, in the market, is a higher price 
than good? 

Mr. Carorners. Under the present OPS regulation, as it is inter- 
preted to me by the packer—now; I don’t know whether thgt is right 
or not, I have never seen these regulations, and before I sell him a 
story I am going to make quite.a study of them—but he has got it 
figured out that is $1 a hundredweight difference. 

Mr. Robertson here, who has been kind enough to help me find these 
figures, savs he has the dope on the Chicago market, to the effect that 
there is $2.70 difference between those two grades. 

Mr. Woutcorr. Then you dress out how much, at about 35 percent? 

Mr. Caroruers. Our cattle last year dressed at about 59 percent. 
I know that to be true. I can show you the kill sheets on all of them. 

Mr. Woxtcorr. Cattle which graded by the Government last year, 
now grades choice? 

Mr. Carorners. That is right, sir. 

Mr. Woucorr. And that is passed on to the consumer, so that he 
is paving now, theoretically, choice prices for good stock? 

Mr. Caroruers. That is right. 

Mr. Woucorr. Is that any saving to him? 

Mr. Carorners. Well, I guess he is just sharpening his teeth. I 
don’t know. 

This is a long letter, gentlemen, from the president of this |bank, 
and I don’t want to take the time to read it now, but I will tell you 
just in a very few words what he is saying. 

He says that in his judgment and in the judgment of the people with 
whom he is associated, ceilings on live animais are depressing the 
development of beef cattle in his area 

Ir. Cote. Do you want to put that in the record? 

Mr. Caroruers. Yes, sir; I do. 

Mr. Core. Will you also put in the record your cattle sold in 
Henry County? 
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Mr. Caroruers. Yes, sir. 

(The documents referred to are as follows:) 

(The letter of W. K. Porter, May 2, 1951, to Hon. Tom Murray, is 
as follows:) 

CoMMERCIAL Bank & Trust Co., 
Paris, Tenn., May 2, 1951. 
Hon. Tom Murray, 
House of Representatives, Washington, D. C. 

Dear Mr. Murray: I have never made a practice of writing those who 
represent Tennessee in Washington, but have now concluded that perhaps we are 
all failing in our duty when we remain silent on issues that touch the lives of 
American citizens. It is therefore with the feeling that vou will weleome an 
opinion honestly given that this letter is being written protesting action taken by 
the Office of Price Stabilization within the last week. I refer to Mr. DiSalle’s 
order setting price ceilings on beef. The opinions expiessed below are formed 
from what I have been able to glean from reading the press, which in many cases 
are still somewhat hazy, and musi therefore be of a general nature. 

For some years I have been very much interested in seeing Tennessee and 
Southeastern States develop by a necessarily slow process, into a large livestock- 
producing area. I have felt, and agricultural experts seem to agree, that the hope 
of a sound agricultural economy in our section depends upon continuing in that 
direction. ‘Too many southern farmers have barely existed under the old type of 
southern agricultural economy with all the eviis of low income and of soil deple- 
tion. Livestock and livestock products have seemed to offer the principal hope 
of correcting these economic troubles. Now, just as the Southeast is beginning 
to be recognized as a livestock area, and as the area in which additional meat and 
dairv products supplies can be most economically produced, to keep pace with the 
future requirements of our increasing population, and when further developments 
in this field appear imminent, this order from Washington seems to me to deliver 
a blow, which if not fatal, certainly will act as a deterring factor to this hope of 
southern agriculture. Certainly no livestock producer today feels justified ir 


expanding his production, in attempting to improve quality, acd in attempting to 
make the investments necessary to a long-range program of cattie production in 
the face of the uncertainties imposed by Washington’s orders. 

I fear that those who formulated these orders were not in any sense conversant 
with the problems involved and the length of time it takes to first build up pro- 
ducing herds, the length of time required to produce a calif crop, then to feed out, 
and process the meat befote it reaches the consumer’s table. In any event, with 
the knowledge that prices are to be made progressively lower the next 6 months’ 
period, it would seem that the whole process will either be brought to a halt, or 
those who are interested in the field or planning to expand, will most assuredly 
not do so. 

There are other questions too that might be asked. Why a general freeze 
order in January with beef alone being rolled back to a pre-Korea level? The 
producer must operate under a price level considerably higher than tl 


a 
tne 


he level 
which the order anticipates he will receive. I am perhaps old-fashioned, but 
still believe that the answer to the problem of high meat prices is increased 
production. This will not be attained by destroying the incentive to produce. 

How will this affect the consumer, who must be given consideration? As | 
understand it the new order does not place any ceiling on what the producer 
may receive for live cattle, but does fix asprice which the packer may pay for live 
animals, this being done to be able to claim that there is no eeiling price on the 
farmers’ product. In effect the farmer has a ceiling price if he sells in legitimate 
channels. The answer obviously will be that the meat will move through black 
markets and probably the consumer, if he is able to buy meat at all in certain 
centers, particularly the more populous ones, will pay a higher price because of 
black-market operations. Thus the consumer will eventually find less meat to 
purchase at higher prices, and we put off the time when greater production would 
solve our problem, in the meantime damaging the productive machinery for 
accomplishing that purpose. 

I sometimes feel that many of the sponsors of our various controls are interested 
in them solely for control’s sake. The American people had best pay any price 
or do without temporarily, rather than destroy the very system which has pro- 
duced the highest food standards in the world. The alternative is a lower stand- 
ard of living such as is in existence in China, which we are finding is a very fertile 
field for communism. 

I know that you will act upon this matter when the time for rewriting the law 
again comes before Congress, in the way which you feel is best for the American 
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people. I am merely offering this opinion on one of the many problems which 
face our country, for your consideration in making your decision. Please accept 
these opinions in the spirit in which they are offered as coming from one who is 
concerned about the trend of affairs in our Nation. 
With kindest personal regards, 
Yours very truly, 
W. K. Porrer. 


ComMMERCIAL Bank & Trust Co. 
Paris, Tenn., May 8, 1951. 
Mr. NorFLertT TURNER, 
President, First National Bank, Memphis, Tenn. 

Dear NorFveet: I notice from the press and your advertisement that your 
bank feels that the cattle industry in the mid-South is of sufficient importance 
for you to employ an officer whose duty is to work in that field. I have, for many 
vears, believed that that is the direction which southern agriculture must take 
to rise above a mere existence standard in many cases. 

I am concerned about the recent order of the Office of Price Stabilization, 
fixing and rolling back prices on beef to pre-Korea levels. In my opinion this 
will do much toward reversing the healthy trend that was becoming so manifest 
in southern agriculture, by destroying the incentive to produce more livestock and 
livestock products. If you agree and have not already done so, may I suggest 
that your bank also, through whatever channels you feel you should, protest the 
inequities and unworkable provisions of this order, which are too obvious. 

I am sure that vour livestock expert has had this brought to his attention, but 
if not, perhaps vou would feel that it justifies his consideration. 

With kindest regards, 

Yours very truly, 
W. K. Porter, Presideni. 


Cattle sold in Henry County, 1951 sales 


. Ni or = : rm 
Custome Date —_— of Selling price ‘Total amount 
ac 


Murrell Finch May 18, $201. 65 £2, O16. 5 
Lee Brassfield May 201. 65 1, 613. 4 


1951 total : 3, 629. 
John E. Hays : ‘ , 3 5, 196. 0: 
Ed McClure 20, . 285 | 1, 631.6 
Ralph Boothes , . 3 11s, 
Donald Brown 3, | 33 132. 
Bobby Richardson 3, .33 145. ! 
Richard Robinson 5, 2 | 153. ¢ 
Dean Robinson tae a 144 
Eugene Nance : Pe fae 168. 7 
Kinton Brooms 3, ] 27 | 140. 
Billy Crawford 3, Re * 148. 5 


1950 tota! 7, 979. 65 


Billy Bomar -. 9, 1949 (i | 137. 
Guy Jackson 9, 1949 ') 126. 
Eugene Nance - . 9, 1949 123.5 
Kennard Peckins. - . 26, 1949 | DB. teadaarcdans 6, 105, 5 
Jack Pickeral ? . 26, 1949 6, 100. 
Luther Taylor , 1949 ‘ | 

Sam McCampbell , 1949 | 
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, 1949 
1949 
1949 
1949 
1949 | 
1949 | 
1949 
1949 
1949 
1949 | 
1949 
1949 


R. T. Holley 
Franklin Venerable 
Jack Hamilton 
Jourd White 
Thomas Hay 

4. G. Giles 

J.T. Vandyke 
C. E. Gorman 
K. C. Finch 
Jack Hamilton 
Neeley Langford 
A. G, Gardner 
John Puckett 
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1949 total é ; é 41. 765, 64 





1 Calf, 
2 Bull. 
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Mr. Carorners. Now I have here two other statements from people 
in my community. 

The chairman of what we used to call the triple-A program—he is 
the fellow who handles—it is now the PMA—he is one of the very best 
citizens of Henry County, and he knows the story, he tells me that in 
1937 there was one herd of registered beef cattle in Henry County. 
It was a small herd of less than 50 animals and that he is sure that 
when in 1937, we brought some pure-bred Hereford cattle into Henry 
County, they were the first pure-breed Hereford cattle that has ever 
been in that county. 

We have got a corn, cotton, tobacco, and sweetpotato county. 
That is what it was, at least. But it is changing. 

Now they have begun to raise dairy cattle back there and according 
to the statement of the county agent, they began to improve their 
pastures, he says that people used to consider a discarded dairy cow as 
a beef animal, but now we have, in Henry County, in 1948, some 13,400 
beef cattle of good quality. 

We have 5,800 dairy cattle of good quality. 

And in 1937, he and Mr. McClure, the head of the soil development 
program, agreed that there was not one cow per farmer in the country. 
That is quite an improvement in the beef business in that county. 

Now, is it a good thing to do anything that will stop that? 

The CHarrMAN. When was it that there was only one cow per 
farmer? 

Mr. Caroruers. In 1937, Mr. Spence. One cow per farmer—less 
than that. 

Mr. Coxe. The other witnesses have been asked, and it has been 
suggested, that during the war. production rose, and that that was 
was under OPA. 

The CHarrMan. That wasn’t under OPA. 

Mr. Core. No, but production did rise after that. I just wondered 
what your comment was on that. 

Mr. Caroruers. i am sorry; I didn’t get that. 

Mr. Coir. In questioning some other witnesses some of our 
colleagues have suggested that production of cattle did rise during 
OPA days, during the last war. What is your comment? 

Mr. Caroruers. Mr. Cole, | was in Europe during the last war. | 
don’t know what they did then, from my own observation. I don’t 
have the figures. 

Mr. McKinnon. The record shows that meat production was higher 
during 1944 than in any other year up to the current year, Mr. Cole. 

Mr. Cour. I know. I just wanted to get your reaction. 

Mr. Caroruers. I just might caution you about this, however. 
You are talking about numbers of cattle, aren’t you? 

Mr. McKinnon. And pounds, also. 

Mr. Carotruers. And pounds of beef killed. 

Mr. Core. That is right. 

Mr. Caroruers. But there is not a figure on record that anybody 
has as to the age of these cattle that are left on the farm, whether 
they are cows, steers, calves, heifers or bulls, no figure that is any 
good. 

Mr. McKinnon. The interesting thing about your county in 
Tennessee, and I think it is duplicated in a number of other States, 
is the fact that the cattle business is getting exceedingly more decen- 
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tralized and new areas are coming into production all the time; is 
that not true? 

Mr. Caroruers. If we can stay with it long enough and don’t have 
too many rough years like last year, we will have a real cow country 
there, and we can carry these cattle right on our own place with just 
a little bit of corn, hay and cottonseed meal and make them pretty 
good cattle to eat. 

Mr. McKinnon. Would you say that within 5 or 10 years from 
now beef production will be up 10 or 15 percent from what it is at 
the present time? 

Mr. Carotuers. I can’t tell you because I don’t know how many 
artificial hurdles are going to be put in our way. I don’t know how 
much confusion there is. 

Mr. McKinnon. If you don’t have that confusion. I mean under 
normal conditions. 

Mr. Caroruers. All I can tell you, sir, is what has happened in the 
past, and you have it right there, and it looks pretty good, doesn’t it? 

Mr. McKinnon. Well, the figures I have don’t look particularly 
good. They haven’t increased too much from 1944. 

Mr. Caroruers. They have come from nothing—— 

Mr. McKinnon. But you are talking about a particular county and 
I am talking about the national production. 

Mr. Caroruers. I don’t travel enough to know whether these 
national figures are reliable or not. I can tell you whether or not | 
think they are all right for counties I am familiar with. 

Mr. McKinnon. Well, the Department of Agriculture seems to be 
praised very highly when it goes the way the farmer wants it and when 
it doesn’t go the way the farmer wants it, it is criticized. 

Mr. Carorners. I am almost as bad as this gentleman who ran 
out on us here. I don’t believe all these figures unless | know some- 
thing about how they got them. But I know how these figures were 
obtained. 

Now here are some figures on improved pasture in our county. We 
now have 35,000 acres of fertilized, developed, and seeded pasture in 
Henry County and in 1937 I dare say there wasn’t a thousand acres. 
That is developing something to eat, isn’t it? 

The CuatrmMan. What is your experience as to dressing? 

Mr. Carornuers. About 59 percent. 

The CHatrmMan. What did you get on an average last year? 

Mr. Caroruers. We got 28 cents last year. We sell once a year, 
Mr. Spence. 

The CuatrMan. And when that steer gets to the retailer, that 
probably sells for what? What did you say was the average price? 

Mr. Carotuers. I wouldn’t know because you have to cut it up 
into all these cuts. 

The CHarrMAN. What would you say the average price would be? 

Mr. Caroruers. I can’t answer that. 

The CuatrmMan. Close to a dollar a pound. 

Mr. Caroruers. I wouldn’t know, Mr. Spence. I would rather 
not say. 

You get a lot of warped impressions by continually harping on the 
price of a sirloin steak or a round steak. 

The CuatrMan. What I was thinking about was this: The slaugh- 
terer gets 59 percent dressed beef. 




















DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 959 


Mr. Caroruers. That is right. 

The CHatrMan. He gets the hide, doesn’t he? 

Mr. Caroruers. He does. 

The CuarrMAN. That is considerable income to him? 

Mr. Caroruers. | don’t know how he works it out. 

The CHoarrMaNn. There are pharmaceutical products, and so on, 
that are by-products of slaughtering. 

It seems to me that probably you are not getting what you ought 
to get as a producer. 

Mr. Carotuers. My personal! opinion is, and it isn’t worth a quar- 
ter, I will tell you that before I give it to you—is that the packer is 
not the fellow who is getting it. 

The CuatrMan. Who is getting it? 

Mr. Caroruers. The retailer, the fellow who trucks it up and 
down the road, the railroad man, the salesman who sells it, and the 
number of various hands it goes through before it gets there. 

Mr. McDonouan. Restaurants and hotels? 

Mr. Caroruers. | don’t know how they are doing it, but-—— 

The CuarrmMan., Have they always been getting it or is that just 
a late development? 

Mr. Caroruers. I don’t know, sir, how they are working it out. 

Now the one thing I want you to give serious thought to, because 
it will really beat the farmer to death is the system that has been set 
up for these packers to kill on a basis of quota and allocation. Num- 
bers of cattle, sir. 

Under the present ruling, a packer is given a quota. He can kill so 
many head of cattle, depending on what he did last year. 

And then, after he is given that, he can’t go over that. Then they 
figure up how many cattle are supposed to come to market, and then 
they allocate him on the basis of all these quotas added together and 
divided by something, and they allocate a certain percentage of the 
available cattle. 

Now they can beat us to death with that. 

Mr. Coir. How? 

Mr. Carotuers. This way, sir: In the first place, you have run a 
speculator out of the market already. They have broke him, and they 
have scared him to death. 

Mr. Coir. Well, somebody said a while ago that a speculator was a 
gambler. 

Mr. Carorners. God bless him, if we don’t have him we are in bad 
shape. 

Mr. Coie. You are talking about a cattle speculator? 

Mr. Carotuers. Yes, sir; on the Chicago, Kansa: City, and Omaha 
markets. 

The CuatrmMan. He doesn’t purchase on margin though, does he? 

Mr. Carorners. He pays cash on the barrel head, a hundred cents 
on the dollar for everything he buys. 

Mr. Cour. Let’s get back to how this quota affects production. 

Mr. Caroruers. Well the speculator has something to do with that, 
see? 

You come in the market. When we were handling so many steers 
here a few years ago, for instance, one Sunday morning I landed in 
Chicago with 269 steers, and I thought I was awful smart because that 
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was going to be the best Monday’s market they had had in a long 
time; and I was wrong. 

Well, they were what we might call two-way cattle. They were 
good feeder cattle, and the packer could use them too. 

And just packer after packer rode in and rode out. Growled at me. 
They had all they wanted, they said. And everybody and his brother 
came to town that day. I never saw so many cattle. 

Mr. Coxe. Buyers you mean or sellers? 

Mr. Caroruers. Cattle. 

Well finally one of these speculators came along, and he bought 
them and he paid cash for them and paid us a good price for them. 
He held them over until Thursday, and made a profit on them. 

Mr. Cote. Why wouldn’t vou do that? 

Mr. Caroruers. The cost would eat it up. 

Mr. Cote. Why wouldn’t it eat it up for the speculator? 

Mr. Carorners. Because he has bis pens there, rented by the 
vear; he has his men hired by the month to look after them. I would 
have to stay there. I couldn’t look after all those cattle myself. | 
didn’t have any employees there. I would have had to buy my hay 
by the bale from the stockyards company, and they would have 
eaten it up. 

Mr. Coie. What is the impact of that upon the quota system? 

Mr. Caroruers. This was the life-saver fellow, and there were 
hundreds like him, and they have been getting a rough go lately. 

The CuarrmMan. There is no cattle exchange where they buy on 
margin? 

Mr. Coxe. Let’s stay with this, because I want to go into this quota. 

Mr. Caroruers. All right. The packer rides out into the market, 
the day I get there, and there is no way in the world for me, before | 
go to market, to find out through my commission man or anybody 
else, when Armour, Swift, Wilson, Cudahy, and the 6, 8, or 10 big 
buyers on the market, are going to reach their quota, is there? They 
are not going to tell me that. Those are their facts and figures. They 
are not going to give that to everybody. 

Mr. Coun. There is a very good reason why they wouldn’t. 

Mr. Caroruers. I don’t blame them. 

Well I get to town, and they all ride in and say ‘Hello Dick. You 
here again? We don’t need much today. We just want a few more 
and we will have our quota.”’ About five of them ride by like that, 
and I am stuck. I might have to haul them home. 

Mr. McDonovaen. And they may be kidding you? 

Mr. Carotuers. I don’t know what they are doing. 

Mr. Coir. That would be a monopoly of the packer; is that it? 

Mr. Caroruers. That would set up the worst whip you could put 
on the feeder and grass-cattle man that was ever inflicted on him. 

Mr. McDonovueu. Because they would know beforehand just 
how many cattle were going to arrive? 

Mr. Caroruers. That is right and it is un-American. Say one 
packer—call him Mr. Johnson—has a big packing concern, and he 
learns how to run it and he learns how to sell meat and he is doing an 
excellent job of getting it over the counter, with his brand on it, and 
getting it sold, and he wants to expand his business. 

And after all, Mr. Multer says, he doesn’t have a cow in his district 
and they want meat in his district. 
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This fellow is getting it to him. But he gets his quota, and they 
stop him cold. 

Mr. GamBie. What is the purpose of that quota? I don’t see any 
sense to it. 

The CuairMan. It is an allocation quota. 

Mr. Caroruers. It has not been explained to me, sir. Mr. DiSalle 
got it on there, as I understand—and please, if you write another law 
put something in there that you can’t have a quota and allocation. 
Let them all get in there and do the best they can with it. 

Mr. McKinnon. Isn’t the quota set up to try to get a spread of 
distribution? 

Mr. Caroruers. It is advertised in the paper as something that 
will keep the cattle out of the black market and if it doesn’t drive 
them there, I don’t know what will. 

Mr. Coir. The purpose is to prevent the new slaughtering houses 
from springing up all over the country. 

Mr. Caroruers. Well don’t we want new business in this country? 
New sources of taxes, new places for employment, new places to go buy 
a beefsteak? Isn’t that what we are trying to do? 

Mr. Cote. Certainly. 

Mr. Wo.corr. The black marketeer isn’t going to pay any atten- 
tion to the quotas anyway. 

Mr. Caroruers. Whether they pay any attention to the quota or 
not, Mr. Wolcott, they are going to beat the cattle salesmen over the 
head with it. 

Mr. Wo.corr. Surely, but I say it doesn’t stop the black marketeer 
and the bootlegger anyway. 

Mr. Caroruers. I’d like to tell you something about bootleggers. 
The best corn whisky in the world was made in our counties around 
there during prohibition and those boys are operating again, because 
the price of legal whisky has gotten so high, and whenever you make 
the beef business more attractive to them than the liquor business, 
they will be in it. 

The CHarrMAN. How do you know they are operating again, the 
hootleggers? 

Mr. Caroruers. Sir, I had a drink or two the other day. I will 
admit it right here in the halls of Congress. You wouldn’t condemn 
me for that, would you? It was just a test I made. I wanted to see 
if they were doing it as good as they did 15 years ago. 

Mr. Gamsue. Are they? 

Mr. Carortuers. It is hard to tell; my taste has been changed by 
these better grades of whisky. 

The CuarrMan. You have made an excellent argument too, for 
general price control, by reason of the inflationary prices of the 
things you have to buy, Mr. Carothers. Did you want it to be used 
for that purpose? 

Mr. Caroruers. I just want to put these facts before you and | 
am perfectly willing for vou to set the rules, Mr. Spence. 

Mr. Spence, you and your folks here get together, and pass this 
bill, and we will try to live by it. 

The CuarrMan. Well we are very much obliged to vou. 

Mr. Carotuers. Thank vou, sir, I have enjoyed it. 

The CHarRMAN. Come and see us again sometime. 

Mr. Caroruers. I will. I am going to come back and check up. 
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The CuHarirmMan. The committee will recess to reconvene at 10 
o'clock tomorrow morning. 
(Whereupon at 5:45 p. m. the committee adjourned to reconvene 
at 10 o’clock the following day, Thursday, May 24, 1951.) 
(The statement of the Oklahoma Cattlemen’s Association is as 
follows: ) 
STATEMENT OF THE OKLAHOMA CATTLEMEN’S ASSOCIATION 


It is our considered opinion that price control on livestock will not work and 
is impossible to enforce, and we are therefore opposed to it. 

If Congress is going to extend OPS (as cattlemen, we are concerned only with 
that part of section 4 which deals with livestock), we request that Congress 
write into the law a provision which will make illegal the fixing of any ceiling 
price at a level below the price prevailing at the date of the current order (OPS 
No. 23). 

We further recommend to the Congress that steps be taken to do away with 
slaughter quotas and prevent a system of quotas on slaughters. The quota 
system wrecks normal marketing practices for the producer and is a serious threat 
to the producer and feeder, in that it gives the packer-buyer a position of using 
the slaughter quota as a whip to force down the price of cattle at buying time, on 
the basis that his killing quota has been used up for the month. 

It is our understanding that the Office of Price Stabilization is reeommending 
to Congress that the Office of Price Stabilization law (1) be extended for 2 years; 
(2) that the Office of Price Stabilization be given power to pay subsidies on 
cattle to encourage expanded production; (3) that the Office of Price Stabilization 
be given power to use subsidies in buying cattle in a foreign market; (4) that the 
Office of Price Stabilization be given the power to freeze parity. 

We recommend to Congress on these four points that (1) if the law is extended, 
it be extended for not more than 1 vear at a time; (2 and 3) that no subsidies be 
given on domestic or foreign cattle, and (4) no freeze of parity be placed on 
commodities that have no support price—and cattle is in that class. 

Ly_e H. Boren, 
Executive Secretary, Oklahoma Cattlemen’s Association. 
Jim Topp, 
J. B. Smrru, 
JAX E SriMs, 
BEN ROBERTSON, 
Committee representing the Oklahoma Cattlemen’s Association, the Blue Stem 
Cattlemen’s Association, and the Osage Cattlemen’s Association, 
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THURSDAY, MAY 24, 1951 


Houser or REPRESENTATIVES, 
Committee on Banking and Currency, 
Washington, D.C. 

The committee met at 10 a. m., Hon. Brent Spence (chairman) 
presiding. 

Members present: Messrs. Spence, Brown, Rains, Multer, McKin- 
non, Addonizio, Dollinger, Bolling, Fugate, Kluczynski, Wolcott, 
Talle, Kilburn, Cole, Scott, Buffett, and Betts. 

The CuairmMan. The committee will come to order. 

The House meets at 11 o’clock, this morning, and will then consider 
a bill under the 5-minute rule, and we will probably have to suspend 
at that time. 

I have been told that there are four Witnesses who are anxious to 
get away, and the suggestion has been made that they read their 
statements, and then that they be subject to questioning all together. 

Is there any objection to that? 

Apparently not, so we will proceed in that way. It’s the only way 
in which we can give everybody an opportunity to be heard. 

We will proceed in that way. Call the first witness, Mr. Clerk. 

Mr. Hautanwan. The first witness is Mr. Bambert, president of the 
American National Cattlemen’s Association. 

Mr. Mouurn. Mr. Chairman, my name is F. E. Mollin. 

Mr. Bambert had to leave yesterday afternoon. 

I am secretary of the association of which he is president. 

I will present the statement on behalf of Mr. Bambert. 


STATEMENT OF LOREN C,. BAMBERT, PRESIDENT, AMERICAN 
NATIONAL CATTLEMEN’S ASSOCIATION, DENVER, COLO. 
PRESENTED BY F. E. MOLLIN, SECRETARY 


I am president of the American National Cattlemen’s Association 
with headquarters at Denver, Col. Our membership is composed 
largely of range cattle growers in the States west of the Missouri River 
and of pasture cattle operators in the Southern States of Georgia, 
Flprida, Alabama, Louisiana, and Mississippi. We have also quite 
a number of members who are cattle feeders in the irrigated valleys 
of the West and a scattered membership through the Corn Belt and 
the Eastern States. 

I am sure you will realize that the production of beef is a two-way 
affair. It is the function of the bulk of our membership to produce 
young beef animals, many of which then go to the feed lots in the 
irrigated valleys, through the Corn Belt and, in fact, the balance of 
the country where, in a great variety of feeding operations, two or 
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three hundred pounds per animal on the average is added to the weight, 
and the quality of the meat thereby greatly improved. 


PRODUCTION, THE KEY 


The industry approach to this whole problem has been that increased 
production is the key to supplying an adequate amount of meat to the 
consumers at prices in line with their ability to pay. I heard many 
witnesses testifving last week before the House Committee on Agri- 
culture, representing both producer and feeder groups and all were 
unanimous in the belief that the DiSalle cattle- and beef-price regula- 
tions would inevitably reduce the production of beef. 

There has been complaint that beef prices have advanced out of 
proportion to other prices. The record shows that for many years 
past, except during the period of control under OPA when prices were 
arbitrarily set, the consumer has spent from 5}; to 6 percent of his 
disposable income for meat. 

In 1949, this percentage varied by quarters from 5.3 percent to 
5.6 percent. In 1950, it varied by quarters from 5.3 percent to 5.9 
percent. For the first quarter of this vear, it stood at 5.7 percent, and 
the estimate for the current or second quarter of 1951 is 5.9 percent. 

It should be remembered also that these percentages cover a greater 
volume of meat because pgr capita consumption last year was 145 
pounds and this year it is estimated to 148 pounds. This is con- 
siderably above normal per capita consumption prior to World War IT. 
Total average consumption per capita for the 5 years, 1935-39, was 
126.2 pounds. 

Last year, cattle numbers increased by approximately 4,000,000 
head and the number on hand January 1, 1951, all cattle, was approxi- 
mately 84,200,000. 

Hog numbers advanced last year by 5,000,000 head, and sheep 
numbers by 1,000,000 head. The industry was really going to town 
in meat production. In cattle it was freely predicted that next 
January 1 we would have an all-time record high number, exceed- 
ing the former peak of 85,500,000 head on January 1, 1945, and that 
we would go up to 90,000,000 head or more before the current up- 
ward trend was discontinued. 

We are now fearful that the orders issued by Administrator DiSalle 
will upset this trend toward sharply increased production. Un- 
questionably, already there has been substantial loss in tonnage as 
many cattle have come to market 2 or 3 months ahead of scheduled 
time, and we expect considerable liquidation even extending into the 
breeding herds between now and August 1 when the second roll-back 
goes into effect. 

In addition, the feeders generally are not buying replacement cattle 
and will not do so until after the third roll-back in price ordered .to 
go into effect on October 1. It would be folly for anyone to buy 
cattle now, knowing that the Government was going to reduce the 
price twice in the next few months and, as a consequence, there cannot 
be avoided a gap in the beef supply next winter after the fall range 
run of grass beef is over. 
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COST OF PRODUCTION 


As to the cost of production, there are different types of ranch and 
pasture operations and different types of feeding in almost every 
State of the Union. It simply is not possible to give you a figure that 
can be assumed as representing the average cost of production in this 
country. There is no such figure. 

I will attach to this statement some figures attempting to show cost 
of production in limited areas. There will be other witnesses who 
will have similar figures for their own operations or individual opera- 
tions which have been furnished to them. Feeders can give more 
accurate figures on their operations than can range cattle producers, 
ordinarily. They have a much smaller plant investment and a big 
percentage of their expenses are for labor and feed, the cost of which 
is definitely established. All figures that have come to my attention 
show the feeder is certain to take a serious loss on current operations 
while only well-established producers can continue to operate under 
the DiSalle cut-backs by figuring their costs on the basis of original 
investments rather than on current market values. 

Today the need for meat is such that it is imperative that production 
be encouraged rather than discouraged, and thus give the high-cost 
operator a chance to remain in business. Under a free economy the 
high-cost operator will automatically be retired when the need for the 
product lessens. Sharp variations in production costs can be brought 
about by serious droughts, winter storms, and so forth. 

In the statement which Secretary Brannan presented to the House 
Committee on Agriculture on Thursday of last week, he mentioned 
the fact that “during 1950 to 1951 the feeder cattle will consume 
about 11 percent of all corn fed to livestock of all types and classes.”’ 

In the same paragraph he states, “Cattle get the bulk of their feed 
from range and pasture.” 

Granting that these statements are correct and are well known in 
the industry, it seems rather remarkable that Secretary Brannan 
would give his approval to a roll-back on prices which, it is generally 
conceded, will cause a reduction in beef production. 

Certainly, it would be far better to allow meat production to 
increase in the field where the use of concentrated feeds is the lightest 
and where the bulk of the weight is secured from grass or forage of 
one kind or another. 


EFFECT OF THE ROLL-BACK ORDERS ON PRODUCTION 


There has been an immediate psychological effect on producers and 
feeders generally, the result of which will be to discourage production 
and feeding. The immediate effect is more pronounced on the feeder 
but it will be reflected by him to the producer. The feeder has been 
put in a squeeze and those with cattle bought within the last 6 months 
face serious losses. This is also true with regard to range and pasture 
operators who have gone into business in the last few years with high- 
priced land and relatively high cost base herds. 

A further deterrent to maintaining production and one which we 
fear will actually result in further decreases is the fact that no assur- 
ance has been given by Administrator DiSalle that there will not be 
further roll-backs. If they can do it once, they can do it twice. 
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Even if such assurances were given it would have little effect in re- 
storing confidence to the country because repeatedly during recent 
months, as rumors of roll-backs emanated from Washington, both 
Mr. Eric Johnston, of ESA, and Mr. DiSalle, of OPS, have denied in 
letters written to leading Congressmen and Senators that any roll- 
backs were contemplated beyond the level of the prices in effect when 
the freeze order was established late in January. 

The suspe ‘se thus hanging over the entire industry will necessarily 
affect the operations of even those who have been long established 
and whose plant investment for operations and operating costs are on 
a much lower basis than those who have gone into the business 
recently. 

Attached hereto you will find copies of telegrams from Senators 
Butler of Nebraska, Johnson of Colorado, and Millikin of Colorado, 
telling of conversations with officials of OPS or OES relative to the 
roll-back rumors which flooded the country early in March; also an 
excerpt from a letter written by Administrator Eric Johnston to 
Senator Millikin, and a quotation from a radio address made by Mr. 
Johnston on March 9, referred to in the letter. 


EFFECT ON CONSUMERS 


The publicity which accompanied the release of the OPS regulations 
on cattle and beef certainly were designed to lead the consumers to 
believe that the main purpose of the roll-back was to lower the price 
on beef. Now, it develops that the first rell-back which went into 
effect May 20 and which applied to all the different grades of cattle, 
lowered prices considerably below even the bottom of the price range 
during the freeze period, was intended to go to the distributors even 
though it certainly appears that no such reduction of live-animal 
prices is necessary to bring cattle prices and beef prices into adjust- 
ment. 

The reflected live-cattle prices for the Commercial and Utility grades 
are clearly out of line—they will be costly to range producers generally 
and particularly in the South where large numbers of these grades are 
produced. Not only that, but effective May 14, there was a substan- 
tial advance in beef prices at retail, amounting in some instances-—— 
according to press reports—to as much as 10 or 12 percent. 

Unfortunately, the bulk of this advance seems to be in the lower- 
price cuts such as chuck pot roast, plate, and so forth, so that in such 
areas even after the two roll-backs August 1 and October 1, it is 
entirely possible that meat prices at retail will be higher than they 
were before these ruinous reduction orders were issued. 

It seems unbelievable that in this country an order could be issued 
taking approximately $700,000,000 from a great industry with no 
appreciable benefit to the consumers of their product. I cannot 
avoid the impression that such a roll-back is equivalent to confiscation 
of property. Feeders with their yards currently full of cattle will know 
just what I mean in this regard. 

It seems certain that the result of these orders within a compara- 
tively short time will be the necessity to ration meat and the consumers 
will be far worse off under the price-control program than they were 
before the freeze order was issued in January. 
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HISTORY HAS A WAY OF REPEATING ITSELF 


I think you all remember the situation that developed under OPA 
when receipts of cattle through normal channels of trade dwindled 
month by month as the black-market operators took a larger and 
larger share of the total volume. 

The following figures show the slaughter under Fedefal inspection 
of cattle for the months of January, March, June, and September in 
1946 and 1947: 


1946 1947 


1, 012, 000 , 403, 000 

904, 900 , 229, 000 

une oie $51, 000 1, 207, 000 
September cetcaadd fhe : 360, 000 , 407, 000 


Note the sharp decrease in such slaughter in the summer and fall 
of 1946 which forced the lifting of price-control orders in October of 
that year. 

The 1947 figures reflect the restoration to normal conditions. Is 
our memory so short that we have already forgotten what happened 
prior to October 1946—the lines of people waiting at retail stores in 
the big cities to buy meat, the bare showcases that confronted them 
when it came their turn to look over the odds and ends that were left? 


THE LIVESTOCK MARKET SITUATION 


If there is anything that is crystal clear with regard to this whole 


proceeding, it is that the fixing of prices does not promote production 
instead, it has exactly the opposite effect. The livestock market is 
one that changes every day. There are constant fluctuations between 
prices of the different grades of cattle and of the different grades of beef 
in the wholesale markets. Such an operation simply does not lend 
itself to the fixed-price set-up, and, as demonstrated in OPA days, it 
cannot be made to work. 

Under these conditions a roll-back in live-animal prices coincident 
with a roll-up of meat prices will put the industry sharply out of 
balance and will result in increasing the confusion in which it is now 
involved, 

We are gravely concerned over the situation facing the industry 
in the next few months. Unquestionably there will be considerable 
liquidation both of cattle from the feed lots and from the ranges and 
pastures, particularly in time to avoid the roll-back on August 1, 
yet today the slaughter quotas issued by OPS, a function which | 
understand the Department of Agriculture has unwisely surrendered 
to that agency, are established at 90 percent of last year’s volume. It 
seems clear that the purpose of holding these quotas down in this 
fashion is to force a break in the market. 

Mr. DiSalle has stated in response to anxious inquiries on this point 
that the quotas will be adjusted if necessary to prevent undue hardship, 
but it is my prediction that no such adjustments will be made until the 
small quotas have accomplished the desired purpose of forcing a 
desired break in the market. 
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Under the cirsumstances, the only thing that can save the livestock 
producers and feeders from a disastrous situation is the development of 
the black market which apparently is increasing day by day at this 
writing. Old-time traders at the central markets speak of the new 
faces among the buyers. 


- DISCRIMINATION 


We maintain that it is rank discrimination to attempt to roll cattle 
prices back to pre-Korean War levels. We find at the very time that 
the DiSalle orders were being issued, Eric Johnston, Administrator, 
Economic Stabilization Agency, was announcing that he had found 
a way to pierce the ceiling which he himself had imposed upon labor, 
based on a maximum increase of 10 percent over wages paid in Janu- 
ary 1950. 

One rule is applied to the cattle industry, which has borne the brunt 
of the price roll-backs to date with cattle, beef, hides, tallow, and soap 
all hit, while another rule is applied to labor. 


SUBSIDIES 


Our organization, and I think practically every individual member 
thereof, is strongly opposed to the use of subsidies as a means of holding 
prices down or as an incentive to production. The figures I have 
presented indicate that the consumer has not had to increase the per- 
centage of his income which it takes to buy his meat and there is no 
excuse on that point for subsidizing his purchases. We think the 
damaging inflationary effect by payment of subsidies would far out- 
weigh any possible advantages that might be cited in their favor. 

Kurthermore, their use, as has been proposed recently in connection 
with the price-control program, appears to us to be a side-door or 
back-door method of bringing the Brannan farm plan into operation. 


LIVESTOCK AND MEAT INDUSTRY PROGRAM 


The livestock and meat industry has for several months been study- 
ing what can be done to increase production of meat and at the same 
time to combat the trend toward inflation. We are promoting a pro- 
gram for increased production and this program is going to be given 
wide publicity throughout the entire country. In connection there- 
with we advocate the following five points as essential: 

1. Restrictions on expansion of money supply. 

2. Strict economy by government, thereby setting an example for 
business and individuals. 

3. Pay-as-we-go-taxation. 

4. Limitations on consumer credit. 

5. Encouragement of individual savings. 


CONCLUSION 


Therefore, in view of all the facts submitted to you in this statement, 
we strongly recommend that title [IV of the Defense Production Act of 
1950, under which price and wage stabilization programs are de- 
veloped, be not continued after June 30, 1951. 

In the case of cattle and beef it is already evident that price ceilings 
can no more be policed now than in the days of the OPA. In all sin- 
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crm we believe that the continuation of the price ceilings on cattle 
and beef will prove to be a real calamity, will disrupt production, will 


actually cost the consumers large sums of money instead of lowering 
their costs, and, if long continued, will do damage to the industry that 
it will take years to overcome. 


Economic STaBILizATION AGENCY, 
Washington, D. C., March 12, 1951. 
Hon. Evaeng D. MILuixin, 
United States Senate, 
Washington, D. C. 


Dear Senator MILuIKIN: Mr. Casey called to my attention late last week a 
letter from you containing excerpts from a telegram urging you to contact me and 
“protest any roll-back on cattle prices while wages are being advanced.”’ As you 
recall, this wire advised you of a ‘‘rumor’’ that we planned as of March 7 to roll 
back cattle prices $4 or $6 a hundred under a ‘‘concession’”’ I was supposed to 
have made to labor. 

No livestock order was issued on March 7, of course, and although one is 
“in the works,” it will probably not be ready for some time. Details of its pro- 
visions are still being worked out, and before any order is issued it will be fully 
and thoroughly reviewed at all levels in the Agency. Furthermore, it is our 
intention to consult with an Industry Advisory Committee on this matter and 
ome the full benefit of their background and knowledge in this very complex 
field. 

In a broadcast over the CBS network Friday night, I outlined some of the 
problems involved in any roll-back of prices, and tried to make clear that I have 
no intention of ordering roll-backs which would destroy businesses, bankrupt 
farms, or throw people out of work merely for the sake of a roll-back. I mention 
particularly some of the factors in regard to meat. Since those comments are 
relevant to the subject of your letter, I am taking the liberty of enclosing a copy 
of the text of that broadcast, and call your attention particularly to page 6. 


Eric JOHNSTON, Administrator. 


Excerpt From Rapvio Appress MapE By Eric JoHNsTON, ADMINISTRATOR, 
Economic STaBILizATION AGENCY, ON Marcu 9, 1951 


If these orders went out, I’m sure that all of us who like steak * * * or 
need @ new suit or new coat * * * would cheer the announcement. 

You’d cheer if the order didn’t threaten to destroy your business; or threaten 
you with the loss of your farm. You might applaud that roll-back if it didn’t 
wipe out your job or cut your wage or salary back so far you couldn’t meet 
installments on your car or the mortgage payments on your home. 

Think about it that way. For that’s what could happen if we arbitrarily 
shoved down the price of meat or suits or anything else to last year’s figures 
when production costs—and wages—were lower too. 

Would you want us to do that? Would you want us to tailspin the economy 
in trying to stabilize it? 

You might still cheer a roll-back order such as that if you could really get the 
steak you like or the suit you want. But the chances are you couldn’t. 

They’d disappear from your butcher’s counter and from the racks in your 
clothing stores. You might find plenty of beef, yes. Plenty of beef in the 
black market, and all at fantastic bootleg prices. 1 don’t think you d like that. 


Wasuineton, D. C., March 5, 1951. 
F. E. Mou.in, 
Executive Secretary, American National Cattlemen’s Association, 
Cooper Building, Denver: 

Have talked with Joseph Casey, specialist with Eric Johnston, who tells me 
there is no present basis for rumors outlined your wire. He says they are pre- 
paring material for Presidential message having to do with price controls but 
that there is nothing in it so far as roll-backs of cattle are concerned; that since 
there is no official consideration of cattle roll-backs there is no consideration of 
that kind as to effective date or as to amount of roll-back. 

Evucene D. MItxrKin. 


83473—51—pt. 221 
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WasuineTon, D. C,, March 6, 1951. 
F. E. Moun, 
Executive Secretary, American National Cattlemen’s Association: 


OPS advises roll-backs on cattle merely a rumor. 
Ep C. JoHNson. 


Dautias, Tex., March 14, 1951. 
F. E. Motu, 
Hotel Texas, Fort Worth: 
Unable to contact Hutson but Ericson claims no roll-back under the base 


period which is not much under present level. 
Hvuaex Borer, 


Western range beef cattle production costs and investment requirements 


[Estimated for the year 195] from past ranching studies and from the trends in ranch operating costs and 
vestments since the year 1939] 


(By Mont H. Saunderson, economist for many years me U. S. Forest Service—now on year’s leave of 
absence 
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Operating costs per animal unit of beef cattle for the cattle ranch of com- 
mercial family size, or approximately 200 animal units: 
Hired labor 
Hired labor commissary 
Bull replacement 
Leases and grazing fees 
Purchased feeds 


Auto and truck expense 
Miscellaneous supplies 
General expense 
Equipment depreciation 
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Total operating cost 
Investment requirements: 
Real estate 








Supplies 





Total investment 
Annual beef production per animal unit 7 300 
Production cost summation: 

Operating cost, per animal unit $50.25 | $34.50 | 
5 percent interest on investment : 27. 50 | 20. 00 
Operator wage allowance 12. 50 | 12. 50 | 


Gotederetndiieh entt oc) sil yk a a ies. _| 90.25} 67.00 
Production cost, per hundredweight : 30.08 | 33. 50 | 


; 


Note.—The above costs are figured at the ranch. They do not include marketing costs. 





I believe that my figures on the cash operating costs are a good approximation. 
The other items of the estimates, the fair amount for the present-day investment, 
the interest rate for operator equity, the allowance for the operator wage, may of 
course be controversial. 


COST OF PRODUCING A CALF FOR THE YEAR 1950 


Mr. Mouun. The following figures were taken directly from the 
books of Paul H. Hummell, who operates a 156-cow unit ranch in 
Boulder County, Colo. Total investment of this unit is $114,682.71. 
This amount includes ranch machinery, ranch land, 156 head of breed- 
ing cows and 9 head of bulls. All equipment was purchased in the 
last 10-year period. Actual cost figures used: 

Land cost—250 acres irrigated land, $182.40 per acre; 240 acres dry 
land-mountain land $20 per acre; plus forest service permits (land cost 
based on Boulder County 10-year average). 
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Breeding cows—156 head at $300 per head 

Breeding bulls—9 head at $500 per head 

From 156 cows, Mr. Hummell marketed an 87 percent calf crop 
134 calves. Cost of producing this calf is as follows: 


Feed (hay, $30 per ton; cake $88 per ton; salt $5 per 100 pounds) - - - --- “29, 
Ranch supplies: Fence posts, barbed wire, etc 3. 
Repairs - - - ----------------------------------------------------- 3. 
Veterinarian services_----_-- Pip So A IE A AN Fa pe a ae eg, EN Fe a" A 

SOW OR os yt ee Ages AP an eat ated Sa as Ep ene a 6. § 
TASS. ckeluses So. z ies ee Acres ereer ea OS SMES BO TESS Be 2 10. 
pO ERLE ES GUE APES Symes 8 BR Bee BL ow hs ES AR ORO AS RD Ber Corp Sie oy ee LP ee eS er Ce i 
Telephone ae erce BxNONGN.4 js So ae odes cae ces esn-nlsece 

Pasture fee, forest 


epmeenrertne. cee Soc St Ae Foe e kee: eed ease) oy Fd Se SE SE od ‘ 
ROME DOOR ces O29 33h Bee tot a Bite ty oA eae 
Water assessment : 

Misnetiane@ous ampense 8. ee 4 RS OI 
Depreciation on machinery ; 
Selling cost, commission, yardage, brand inspection, ete 

Salary for owner, $3, 000 per annum 

Death loss, 3 percent, actual death loss 8 percent 


Total cost of production. : : 
Selling price, taken from stock yard r re ceipts, $31.38 per pound or $151.65. 151. 65 
Net profit per calf 
Total investment to raise one calf 
Return on investment, 0.049 percent. 


Suggested roll-backs will force feeders to finish animals after October 
1 for $30.68 per hundred pounds. Feeders to pay fixed operation 
expenses must purchase steers from 4 to 5 cents cheaper than the 
finished product—this would give $25.91 per hundred pounds he could 
pay for a calf he plans to finish. At an average weight of 476 pounds 
at $25.91, this will give the producer a return on a calf of $107.79 or a 
resultant loss of $32.28 per calf to the producer. 

From a $3,000 income, the owner must figure family living costs, 
family car, home upkeep, and so forth. 

From his profits, the producer must figure a percentage for reserves 
for unforeseen risks of crop fallure, disease outbreak, drought, and so 
forth. 

Our association is the American Cattlemen’s Association. We rep- 
resent the range and pasture cattle growers, largely. We have some 
membership among the feeders in the irrigated valleys of the West, 
and in concentrated areas throughout the South and West, where 
there is quite a little commercial feeding, but we do not have much mem- 
bership in the Corn Belt area, where the big feeding of the country is. 

We have a scattered membership throughout the other parts of the 
country. We have taken the position that the key to this situation 
is to increase the production of the cattle, and we think that if a pro- 
gram to increase production were followed, in connection with other 
recommendations as to fiscal policies, and 80 forth, that would be the 
only way really in which you could protect the consumers of this 
country from a squeeze on meat prices. 

There is a lot of talk that meat prices have advanced out of propor- 
tion to everything else. But that is not true. 
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The figures show very clearly that over a long period of time, the 
consumer spends about the same proportion of this income for meat, 
year in and year out. It doesn’t make too much difference what the 
price of meat is. The determining factor is the amount of his income, 
and those figures indicate that from 5% to 6 percent of the consumer's 
income is spent for meat, and that has been true for many years, 
except during the period of control under OPA, when it dropped down 
to around 4 percent. 

But that indicated the ceiling prices and not the black market 
prices at which much of the meat then had to be bought. 

In 1949, the percentage, by quarters, that the consumer spent of 
his disposable income, varied from 5.3 percent to 5.6 percent. 

In 1950, it varied from 5.3 percent to 5.9 percent. 

In 1951, the first quarter, ending March 31, it was 5.7 percent, and 
the estimate, for this current quarter, is 5.9 percent. 

Now, I want to call special attention to the fact that while this 
percentage has remained quite constant, the amount of meat they 
buy with that percentage has been increasing. 

For instance, during the five prewar years, 1935 to 1939, the _per- 
centage was just running about the same as it is now, but they were 
only getting 126.2 pounds per capita of meat on the average during 
those 5 years. 

Last year, 1950, with practically the same percentage, they bought 
145 pounds of meat even at the higher prices prevailing, and this year 
it is estimated that the per capita consumption of meat will be 148 
pounds—3 pounds more than last year. 

Now, we were in a wonderful way to bring about the increased pro- 
duction that we need, of meat until these DiSalle roll-back orders 
were issued. 

I would like to call attention to the fact that last year we increased 
total cattle numbers in this country about four million head, and we 
are only a little short of the all-time record number of 85 million, 
which was established January 1, 1945. 

Our breeding herd, the number of breeding cows, in the country, 
January 1 of this year, was the greatest in the history of the country. 

Last year also we increased hog numbers by 5 million head and 
sheep numbers by 1 million head. 

Now, there isn’t any question that as a result of the orders issued 
by Mr. DiSalle, that we have already suffered a considerable loss in 
tonnage of meat produced. 

One of the witnesses before the housing agriculture committee last 
Saturday was from my home State, Mr. Monford, of Greeley, Colo. 
He has in his feed lot now 14,000 cattle and he testified he was market- 
ing these cattle at an average weight of about 150 pounds less than 
normal in order to get in before the roll-backs, August 1, and October |, 
respectively. 

And I think that has been going on around the country to a consider- 
able extent. People are forced to try to avoid those roll-backs, so we 
are losing tonnage every day, now. It isn’t so much a matter of nun- 
bers, as yet, but it is a matter of tonnage of meat produced. 

Another thing, there will be practically no replacements of cattle 
in the feed lots until after October 1, From the time these orders 
were issued until October 1 is a period of something like 5 months and 
that is going to mean a serious gap in the beef supply next winter. 
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No one could afford to go in the markets today and buy cattle and 
put it in the feed lots expecting to market it along in January, or 
February, because he knows that on August 1, 444 percent will be taken 
off their value, and on October 1, another 4% percent will be taken off 
their value. 

Now, there has been a good deal said about cost of production. I 
want to emphasize the fact that there isn’t any single figure than can 
be set down as representing the cost of producing beef cattle in this 
country. 

There are just as many different methods of producing beef as there 
are States in the Union, and almost as there are counties. There are 
hardly two who operate in the same fashion. 

We have attached to our statement some cost figures that came to 
us from Mont Saunderson, an economist who has long been with the 
Forest Service, and is on temporary leave of absence to write a book. 

They are figures taken from Montana. 

We have another statement from a small producer in the State of 
Colorado. 

Other than that, we have not made any major effort to secure cost 
figures. ‘There have been a lot of other cost figures submitted. 

There was some discussion here before the committee yesterday, of 
attempting to arrive at a figure that would reflect a fair price to the 
producer and feeder, so that some figure could be set at which it 
would be fair to the consumer and fair to the industry. 

The trouble with attempting to set any such figure as that is if you 
don’t set it high enough to take care of the marginal operators, then 
you cut them out of production, and the marginal operator is the 
last one in and the first one out. 

And you need them in a condition of this kind if you are going to 
have maximum production. I am sure you will all agree we need 
that now. 

But if you set a figure that takes care of the marginal producer, 
you give the average efficient producer more profit than he needs. 
Those things can only be worked out in the free play of the sensitive 
livestock market, and any man-made attempt to fix that margin, 
I think, is doomed to failure. 

I would like to call attention to the fact that Secretary Brannan, 
when he appeared before the House committee a few days ago, made 
the following statement: 

The feeder cattle will consume about 11 percent of all the corn fed to livestock 
of all types. 

Now, mind you, cattle eat less corn than chickens, for instance, 
yet, here is the one type of livestock that takes very little corn to 
finish, and that is the type you are curtailing production on right now. 
You ought to be increasing the production of cattle because it takes 
so little corn to finish them up. 

The bulk of the weight of cattle comes from the grass, and not from 
concentrates. 

Now, with regard to the effect of the roll-back on current produc- 
tion, it is entirely clear, as I stated a moment ago, that you will have 
loss of tonnage. You are going to put some feeders out of business. 
The feeders who bought bie priced cattle in January and February, 
and possibly up to the middle of March, particularly, because they 
are going to suffer heavy losses, and once a man has taken such a loss 
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as that, that man would much rather sell his corn at the going price 
for corn and not take the risk. He is going to feel, ‘“They did it to 
me once, and they will do it again.’ 

We have no assurance there will be no further roll-back. I under- 
stand Mr. DiSalle was questioned by one of the committees at which 
he appeared recently and he would not give any assurance that there 
had been no further roll-backs, and I am not so sure that we would 
feel very convinced with his assurances, because we have had repeated 
assurances from officials of OPS and OES, in the last few months as 
we heard these recurring rumors that there were going to be big roll- 
backs on cattle prices, that no such roll-backs were extended. 

If you will look at the end of my statement, you will find wires to 
me or to our association from Senators Millikin, Butler, and Johnson, 
quoting assurances that were given them about this roll-back matter. 

You will also find an excerpt from a speech made by Eric Johnston— 
I think it was the 9th day of March—in which he referred rather 
fac etiously to the possibility that he would roll beef prices back to last 
year’s levels, and he said that if you did that, you probably could buy 
the kind of a steak you wanted in the black market at fantastic prices. 

You will find that in the back of my statement, and I understand 
Mr. Johnston is to appear before the House Committee on Agriculture 
tomorrow to discuss that statement. 

Now, with regard to the effect of these roll-backs on consumers, 
vou will recall that the publicity given by Mr. DiSalle to these roll- 
backs was to the effect that $700 million was going to be saved to the 
consumers as a result of these roll-backs, Well, actually, up to date, 
with the first roll-back in effect, which was supposed to be about half 
of the total cut, meat prices to consumers have been advanced. They 
haven’t been reduced. 

In Denver, where I live, the paper carried a story, when these orders 
came out, to the effect that the advance in meat prices, which went in 
effect a week ago last Monday, was equivalent to 12 percent, and that 
in Denver, after the further roll-backs on August 1 and October 1, 
which are supposed to reduce meat prices, that meat prices could still 
be higher in Denver, after October first, when all the roll-backs are 
completed, than they were before we started out with this program of 
Mr. DiSalle. 

That is almost unbelievable, that you would take $700 million away 
from the producers and feeders of this country, and actually allow 
meat prices to rise. But we have heard it from all over the country. 

Your last witness yesterday afternoon referred to the big increase 
in steak prices in Tennessee, where he lives, and the consumers are not 
getting any benefit. So far it has actually cost them money. 

In my opinion, the inevitable effect of these orders will be to force 
rationing of meat. I think that is deplorable. I wouldn’t attempt to 
say just how soon that would come. I think, before we have ration- 
ing, we will have some liquidation, and that should provide quite 
liberal supplies of beef during this summer, but after the summer run 
is over, after these roll-backs are made, I think vou will find receipts 
drying up very materially. 

T want to call attention also to the fact that this first roll-back is not 
uniform on cattle; it is very severe on the low-grade cattle, and then 
the strange thing is that you will find that it upturns, the roll-ups, on 
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meat, are on the same kind of cattle, the lower grades of beef, that we 
have the biggest reduction of calves on. 

I cannot attempt to give any explanation for that, but that is the 
fact. You have got increases in lower grades of beef, you have the 
sharp decreases in the lower grades of cattle, and that is very severe, on 
the southern country, for instance, where they produce not so many of 
the top grades. They are improving their cattle but they are not to 
the stage yet where they can compete in quality with the West and 
Midwest. 

1 want to call your attention to the figures that are shown—— 

The CuarrMAN. I may suggest that there are four witnesses to be 
heard. 

Mr. Mouun. I am almost through, Mr. Chairman. I want to 
call attention to the figures shown on page 8 of the statement, which 
show that the federally inspected slaughter of cattle, in 1946, dropped 
down from around a million head a month to a little over 300,000 head 
a month in September, and, in September 1947, those figures right 
back. 

Now, I want to call attention to a matter touched upon yesterday, 
but not very fully, and that is the quotas. We think that is one of 
the most vicious things in the order. We think it is designed parti- 
cularly to break the market, to give a quota less than the anticipated 
receipts, force the market down and after you have forced the market 
down, then they will raise the quota, so the cattle can be slaughtered. 
I think that is vicious and un-American and ought to be stopped. 

Mr. Rarns. Could I interrupt the witness, Mr. Chairman? 

The CHatrMAN. The purpose of this is to have the witnesses read 
their statements and then have them subject themselves to interroga- 


tion. Some of the witnesses want to get away and we are going to 
allow four witnesses to read their statements and then be subjected to 
ee collectively. 


Mr. Rains. Of course, there will be no time for interrogation after 
they read four statements. 

Mr. Mourn. Well, I will be through in just a moment. I would 
like to call attention to the fact that 1 have ample evidence that fix- 
ing the price certainly does not increase production. It has exactly 
the opposite effect. 

I want to place our association on record as being flatly opposed to 
the use of subsidies in connection with this program. We have always 
been opposed to subsidies. We haven’t ever used them and we don’t 
want to be forced to use them. I want to call attention to the dis- 
crimination as between labor and the livestock industry. Almost at 
the very moment Mr. DiSalle issued these orders, Mr. Eric Johnston 
was announcing that he had found a way to pierce the ceilings on labor 
which he himself had established, which put a ceiling of 10 percent 
over the wages in existence in January 1950. 

Now, they have raised railway wages, they have raised packing- 
house wages, and I would like to call your attention to the fact that 
while they talk so much about the high price of beef, that factory 
wages, as of April 15, stood at 561 percent of what they were in the 
base period, 1910 to 1914. 

Beef isn’t the highest thing in the world, by any means. 

I want to call your attention to the program which we submitted 
at the end of our statement, and I want to tell you that our position 





976 DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


is that title 1V should not be continued. That it is doomed to failure, 
so far as the meat industry is concerned, and I think that Congress 
will have to assume the responsibility, if you force the meat industry 
into black market, force rationing, and a duplication of what happened 
under OPA. 

Thank you. 

Mr. Mutter. Mr. Chairman, I think it is more important to 

uestion each witness at the conclusion of his statement than to take 
the statements first. 

The CHatrMan. All right, question him now, then, if you want to. 

Mr. Rains. The only question I want to ask of the witness—| 
notice he put special emphasis on how un-American it was to have 
these controls on—as I get the full import of your statement, Mr. 
Mollin, it sounds to me as though you are flinging to the Congress 
a challenge that you are going, with your industry, into the black 
market. Is that American? 

Mr. Mou.in. We are not saying we are going into the black market. 
We have no control over the people purchasing our cattle. Our 
cattle are sold in a market place, like Chicago, Senalins Denver, or 
in literally hundreds of auction markets. _We don’t know who buys 
them. We just know what happened in the past. 

Mr. Ratns. Do you say that your purchasers, or those who pur- 
chase the meat from you, are going into the black market? 

Mr. Mouurn. We know they did in OPA days. We have no reason 
to think they will not now, and we think they are going into the black 
market now to some extent. 

Mr. Ratns. Wouldn’t you advocate then that we step up the 
penalty for black marketeering, instead of reducing? 

Mr. Mo.turn. I am not saying anything about the penalty. 

Mr. Rarns. If we have a law of any kind? 

Mr. Mourn. Yes, sir; I say that is all right, but I don’t believe 
there are enough policemen in the world to police the cattle industry 
and the meat industry in every county of the United States. 

Mr. Rarns. Well, now, I have a lot of livestock growers in my 
State, even though it is in the South. They are patriotic Americans. 
They are not going into the black market to violate a law. Do you 
think it is going to be Nation-wide? 

Mr. Mouun. It was in OPA days and I think it will be again. 

Mr. Rarns. Do you mean to say that everybody who handled meat 
was in the black market? 

Mr. Mouurn. I do not. Our figures show a reduction in federally 
inspected slaughter from January 1946, of something like a million 
head, to September 1946, of a little over 300,000 head. And mind 
you, September is a rather heavy month, as far as the western range 
receipts are concerned. 

Mr. Ratns. Of course, everybody knew at that time that OPA was 
going off, and they withheld their cattle from the market. Isn’t 
that true? 

Mr. Mourn. We didn’t know for sure—— 

Mr. Rains. The point I make is, that you have a good case in 
some respects with reference to the price. I think you are entitled to 
fair price, and I think every Member of Congress does, and we want 
meat for the consumer, but I think you are making a very grave mis- 
take, for the meat industry coming up here and intimating, “If you 
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do this, we are going into the black market.” I don’t think that ap- 
at to the American people and I don’t think it appeals to the 
ongress. 

r. Mouuin. I think you are making a mistake when you tell the 
consumer you are doing something for him when you are not. Here 
Mr. Disalle has been telling them what he is going to do for them. 
Actually, he has raised the price of beef and at the same time he took 
$350 million away from the industry. 

Mr. Rarns. That still doesn’t answer the question as to whether 
it is right or not to openly advocate the fact that they are going into 
the black market. 

Mr. Mo turn. I am not openly advocating the black market. I am 
telling you what we think will happen, sincerely and honestly, and 
based on experience. I am not advocating the black market. I am 
not a black marketeer. I never bought any meat in the black market. 

Mr. Rains. That is all, Mr. Chairman. 

The CHarrMan. Are there further questions? 

Mr. Couz. Mr. Chairman, are you going to follow your rule? 

The CuarrmMan. The agreement we made this morning will not 
work, I can see that now. We were going to have the witnesses read 
their statements, and then be interrogated collectively. But as it will 
not work, we will proceed as usual. 

Mr. Coxe. Then the witnesses will be taken in order. 

The CuarkMaNn. They will have to be taken in order. 

Mr. Coun. I am afraid if we do that we are going to eliminate one 
— important witness. 

he CHarrMANn. Well, we can’t help it. It is due to circumstances 
over which we have no control. 

It is up to the witnesses whether they want to read their statements. 

Mr. Cortez. Well, it is up to the members of this committee. 

The CuarrmMan. That was the rule that we made, and I thought 
these gentlemen were going to be allowed to read their statements, 
and then be interrogated collectively. 

We could limit the witnesses to 10 or 15 minutes. I don’t suppose 
there would be any objection to that. 

Mr. Coz. For the benefit, frankly, of the Farm Bureau, as we all 
know Mr. Kline did make this trip Cook here from Mexico. I don’t 
know what he was in Mexico about, but he did come back to testify, 
and he must go back to Mexico Saturday. I am just inquiring to try 
to find out what we can do about that situation. 

Mr. Tauue. Mr. Chairman. 

The Cuartrman. Dr. Talle. 

Mr. Tate. In line with that statement, Mr. Kline is in the chamber. 
Can we ask him directly now what his situation is so he may tell us? 

The CHarirMAN. Yes, sir, we can do that, but we have made certain 
arrangements. I would like to accommodate Mr. Kline. 

Mr. Cote. Mr. Chairman, I have worked at night before, and do 
yet. 

Be CHAIRMAN. Well, this is the industry here. Let’s ask Mr. 
ine. 

Mr. Kline, how long will you be available? 

Mr. Kung. There is an international meeting of the National 
Farm Organizations in Mexico City which starts on Monday, and I 
shall be available through Friday. 
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The CHarrMaNn. You will be available all day tomorrow? 

Mr. Kurne. Yes, sir, except that I have also to appear before the 
Senate Banking and Currency Committee at 10 o’clock tomorrow 
morning. 

The CuarrMan. Well, you ought to be able to appear here tomorrow 
afternoon, don’t you think so? 

Mr. Kune. I think so, yes, sir. 

The Cuarrman. All right. It is obviously impossible to hear Mr. 
Kline now, so we will hear him tomorrow afternoon. We will set 
Mr. Kline for hearing at 2 0’clock tomorrow afternoon. 

Would that be satisfactory? 

Mr. Kune. Yes, sir. 

The CuHarrMAN. Are there further questions? 

Mr. Mvurer. Mr. Chairman. 

The CuarrMan. Mr. Multer. 

Mr. Mutrer. Did you help Mr. Bamert prepare this statement? 

Mr. Mourn. Yes, sir. 

Mr. Murer. And the schedule that you offer as part of that 
statement entitled “Cost of Producing a Calf in the Year 1950,” are 
you familiar with that? 

Mr. Moun. Those figures were sent to us by Mr. Saunderson, 
an economist who has been with the Forest Service for many years. 

Mr. Saunderson has been working on cost figures. 

Mr. Murer. Do you offer that statement as typical of the in- 
dustry? 

Mr. Mouuin. I wouldn’t say that it is. It is typical of the ranches 
he studied in Montana. Those figures are all based on Montana 
studies. 

Mr. Murer. Are you also a rancher, sir? 

Mr. Mouurn. No, sir, I was connected with a big cattle outfit in‘ 
Nebraska for 22 years before I became secretary of the American 
National, 22 years ago. 

Mr. Mutrer. Are you familiar with the cost of operations on a 
ranch, and the cost of breeding stock? 

Mr. Mouuin. Somewhat, yes, sir, although we are not a marketing 
association. We don’t go into cost figures. We are a_ service 
organization. 

Mr. Mutrer. Can you tell us in what part of the country it costs 
$10.14 for taxes per calf? 

Mr. Mouuin. Well, we only secured these figures because the 
House Committee on Agriculture was very insistent that they must 
have cost figures. 

Mr. Murer. Well, cost figures are no good to us if somebody can’t 
substantiate them and tell us where they come from, or what they 
represent. 

Mr. Mouurn. Well, I am telling, you, Mr. Saunderson is an econ- 
omist of standing. 

Mr. Mutrer. But he is not here to answer the question. 

Mr. Mouurn. That is right. 

Mr. Mutter. Can you tell us from your experience in this industry 
where in this country the cost for taxes is $10.14, as the cost of pro- 
ducing one calf? 

Mr. Mouurn. No, I did not prepare these figures, and I told you 
who prepared them. 
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Mr. Murer. Regardless of that, can you tell us, if you know—or 
if you don’t know please say so—where in this country it will cost you 
$10.14 to produce one calf, for taxes alone? 

Mr. Mouurn. No, I have no figures on cost of production of my 
own knowledge. 

The House committee insisted that we furnish figures and we tried 
to get some on short notice. 

Mr. McKrywnon. Then the figures you furnished are not authentic 
figures, that you can justify? 

Mr. Mouturn. They are prepared by a competent man who has 
made a lifetime study of cost of production. 

He is a Government employee, and I submit them for just exactly 
what they are. I can’t vouch for them; I had not prepared them. 

Where is the $10.14 figure? 

Mr. McKinnon. Do you know the cost of producing a calf in the 
year 1950? 

’ Mr. Burrerr. Mr. Multer, I am not stating his figure is correct, 
but are you familiar with the tax problems these men face? 

Mr. Mutter. I am familiar with the tax problem of these people 
and of all our people. I know what we have been told by others here 
and I have some knowledge from previous investigations as to the 
cost of production and taxes throughout the country. 

Mr. Mourn. You are not talking about the sheet I thought you 
were talking about. This item of $10.14 is on the other statement 
which represents a cost study by a man named Hummell, up at 
Boulder, Colo. I know Mr. Hummell very well. He is a small 
operator and you will note he shows a profit on the operation. 

Mr. Mutter. A profit on the operation with a cost of producing 
one calf at $137.26. 

Mr. Mout. His costs are about in line with some of the other cost 
figures that were introduced before this committee yesterday. 

Mr. Mutter. Now, having refreshed your recollection and know- 
ing that this particular statement was produced by your friend whom 
you respect, Mr. Paul H. Hummell, I again ask, is that typical of the 
industry? 

Mr. Moun. I wouldn’t say it was. It is a small ranch in Colorado. 
And you can’t take anything as typical of the industry. 

Mr. Mutrer. Why was it given to us if it is not typical? To 
prove what? 

Mr. Mou.in. Because it was demanded that we try to furnish cost 
figures. 

Mr. Mutter. What is it supposed to prove? 

Mr. Mouurn. What the cost this man 

Mr. Mutter. Just this one man? 

Mr. Moutury. That is right. 

Mr. Mutrer. Regardless of what happens to the rest of the in- 
dustry? 

Mr. Mo... That is all we pretend that it proves. 

Mr. Mutter. Do you contend that the rest of the industry is not 
doing as well as Mr. Hummell is doing? 

Mr. Mottin. I can’t say. I do not see}theZincome-tax returnsfof 
any of our members. 

Mr. Mutter. From what you know of the industry is the industry 
making a profit? 
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Mr. Mo urn. It was last year on the whole. There are always 
exceptions, such as the man you had here yesterday afternoon who 
lost $85,000. 

Mr. Mutter. He is practically going into a new venture, isn’t he? 

Mr. Mo turn. He talked like he had een in business for years. 

Mr. Mouurer. Sure he did; but as far as his loss is concerned, it 
was practically on a new venture. 

Mr. Mourn. I didn’t understand it to be that way, because he 
talked as if he had been operating there for a good many years. 

Mr. Mutter. Have you any set of figures which would show the 
cost of producing a calf for a typical rancher or farmer? 

Mr. Mott. No, sir, I don’t think there is any such thing. 

Mr. Mutter. You also told us that the result of these controls will 
be that cattle will go to the market under weight, or under average or 
normal weight? 

Mr. Mo uturn. That has been going on for some time, yes, sir, in 
order to avoid these roll-backs. 

Mr. Mutter. In order to avoid the roll backs, the farmer is sending 
his cattle in without bringing it up to the usual weight? 

Mr. Mourn. The feeders particularly. This is not the marketing 
season for the range cattlemen. 

Mr. Mutrer. Well then, you explain to us why it is that the statis- 
tics prepared by the Department of Agriculture on the subject, show 
that, for the first week after the announcement of its roll-back regu- 
lations, the average dressed weight of cattle slaughtered was 10 
pounds heavier than in the corresponding week of the last year, and 
in the second week after that, it was 23 pounds heavier than in the 
corresponding week the year before. 

Mr. Moutin. Well, those slaughter figures vary, but I would like 
to call your attention to the fact that we have got 4,000,000 more 
cattle in the country than we had a year ago. We are supposed to 
have more cattle on feed, both on January 1 and on April 1, and yet, 
the federally inspected slaughter is decreasing. 

These feeder cattle, a good many of them, went to market before 
May 20. ‘These feeders have been suspicious that some kind of an 
order was coming out and they have been marketing rather heavily. 
That is one reason for the relatively light receipts since the order went 
into effect on May 20. 

Mr. Mutter. Are these suspicious fellows the fellows who were sure 
there would be no roll-back? 

Mr. Mouurn. We have expected an order. We have expected a 
ceiling order that would put a dollar and cents ceiling on, in place of 
the freeze that went into effect in January, and we have heard rumors 
and rumors of roll-backs, and then we have been assured there would 
be no roll-backs, but a lot of people have tried to play safe. 

Mr. Mutter. And they set out to beat the roll-backs, even in the 
face of assurances there would be none. 

Mr. Mouutn. Yes, sir. 

Mr. Mutter. Now, this Mr. Hummell, whose figures we have before 
us, does he do anything besides raise cattle? 

Mr. Mottin. Not to my knowledge. He is asmall operator. : 

Mr. Mutter. But that is the only thing he does on his farm, raise 
cattle? 

He doesn’t raise any other products? 
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Mr. Mourn. Well, I expect he raises feed for his cattle. Most of 
‘them do, in that locality. 

Mr. Murer. Other than feed, for his cattle, does he raise anything 
on his farm that he sells? 

Mr. Mouuin. Not to my knowledge. I don’t know. 

Mr. Mutrer. That is all, Mr. Chairman. 

The CHarrMAN. I would like to ask you this question: 

If there is a roll-back at the consumer level, say of 10 percent, how 
would that be borne by the various segments of the industry? 

Mr. Moutrn. Well, I believe Mr. DiSalle says that these next two 
orders that are going into effect on August 1 and October 1, the 4% 
percent roll-backs, I think he says those are going to be reflected to 
the consumers, whereas, the first roll-back was not. 

If they roll back prices at the consumer level, why-—— 

The CHAIRMAN. Suppose it is just a roll-back of 10 percent to the 
consumer level. 

Who would bear that? 

Mr. Mouurn. Why, the producers and feeders would have to bear it. 

The CuHarrMAN. Would the producer bear the whole 10 percent? 

Mr. Mouuin. No, not necessarily. 

The CuarrMan. I mean, the rancher, the feeder, the slaughterer, 
the packer, the wholesaler—-who would bear it and to what extent? 

Mr. Mourn. I think they would bear the whole thing. 

The CoarrMan. Well, each one wouldn’t bear the whole 10 percent. 
How would that be divided? 

Mr. Motu. If you make it a 10-percent roll-back it would be 10 
percent on what you market yours. 

The CHarrMan. You mean if we had a 10-percent roll-back at 
the — level, everybody would bear equally a 10-percent roll- 
back? 

Mr. Mouun. Well, it might not work back to the same thing at the 
producer level. You see, the consumers are on a higher basis’ For 
instance, the cattle might be selling at 35 cents a pound and certain 
types of beef, steaks and so on, might be selling at a dollar a pound. 

The CHarRMAN. Suppose one segment of the industry bore the 
whole 10 percent. That would relieve the others from bearing any, 
wouldn’t it? 

Mr. Mottin. If one segment bore the whole 10 percent? 

The CHAIRMAN. Yes, sir, that would relieve the others from 
bearing any. Now, if it was divided that would be a different thing. 

Mr. Mouun. If you reduce the price to the consumer, and the 
margins between the producer and consumer are reasonable at the 
time you do that, why then, you know that the price has to be reduced 
to the producer and feeder to compensate for that reduction at the 
retail level. That is just sure. 

The CHarrman. It would make a great difference as to how it was 
borne; wouldn’t it? If one segment of the industry were reduced 10 
percent—say the feeder’s price was reduced 10 percent, wouldn’t that 
be reflected in a 10 percent reduction at the retail level and wouldn’t 
he bear the whole thing? 

Mr. Mourn. No, because if you reduce the price to the feeder, the 
immediate effect would come out of the feeder but the feeder has to 
turn around and reflect that when he buys cattle to replace. 
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If you are going to reduce his price 10 percent when he buys cattle 
he is going to reduce the price he pays to the producer. ’ 

The CuHatrMaN. It might reflect to the ranchers. 

Mr. Mott. That is right. 

The Cuarrman. It wouldn’t be reflected in any other levels after 
the feeder had sold his stock; isn’t that true? 

Mr. Motu. Well, I can’t see how you can change the price at 
any one level, in the industry, without having some effect on the 
prices at the other level. 

The Cuatrman. That is just what I have said. I was trying to 
find out how it would be absorbed, whether by one man, or whether 
it would be distributed. 

Mr. Mourn. You certainly can’t change the price to the feeder 
without reflecting it to the producer. 

As far as the producer is concerned, if you change the price at the 
producer level, he doesn’t fix the price at which he sells. He has to 
take what he can get, and if you lowered the price 10 percent to the 
producer, he would have to allow the feeder to buy the cattle cheaper 
to compensate for it. 

The CuarrMan. The only way to make that effective to the con- 
sumer would be to lower prices at the consumer level, because if they 
lowered your price, the slaughterer would buy from you at the lowest 
price he could, wouldn’t he? And you would want to get the highest 
price you could obtain. If there is no ceiling, I don’t know whether 
that would have much effect. 

Mr. Moutry. We don’t have anything to do in fixing the price, 
except where a private sale is made and of course even then it is based 
on the market. 

But Mr. DiSalle has accomplished the remarkable feat of lowering 
the price to the producer and feeder and raising the price to the con- 
sumer at the same time. I don’t think that was ever done before. 

The CHarrMan. Well, his order was at the consumer level, wasn’t 
it? His order for a reduction in the price of meat was at the consumer 
level. 

Mr. Mourn. Well, the change in meat prices went into effect a 
week ago last Monday, and the change in live-animal prices went 
into effect on May 20. 

And of course, the live-animal prices were not absolutely fixed as 
such, they were fixed by relation to the carcass prices for beef. 

The CHarrMan. Are there further questions? 

Mr. Woxcorr. These figures that you submit from Mr. Hummell, 
Mr. Mollin, indicate he made a net profit of $49.39 on each calf. 

Mr. Mutrer. After deducting his own salary. 

Mr. Moun. That is right. 

Mr. Wotcorr. Isn’t he entitled to something for his labor? 

Mr. Mutrer. Surely, but an individual doesn’t take his salary out 
and say the rest is profit. It is an individual operation and everything 
he earns is his salary or profit. 

Mr. Woucotrr. Do you mean he should only clip his coupons on his 
investment and not take any credit for his salary at all? 

Mr. Murer. No, I think an individual operator should come in 
here and say to us, ‘“‘My profit is X dollars, which includes my own 
services for running the operation.” 
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Mr. Wotcorr. That is the trouble with you fellows up there, you 
don’t appreciate the fact that running a farm is a business, and that 
you wouldn’t expect anyone else but a farmer to throw in his labor for 
nothing. 

Mr. Murer. Nobody expects that of a farmer or anybody else. 

Mr. Wotcort. He has got a capital investment. 

Mr. Mutrsr. That is right, and he should do the same as every 
other businessman, and say, ‘‘I have earned X dollars, of which I say 
[am entitled to so much for my own work.” No individual operating 
his own business for income tax-purposes or otherwise breaks down his 
earnings into interest on investment, salary and profit. The total 
of those items is his profit. 

Mr. Woucorr. According to that theory, he could throw in his 
labor and he would be making about a half of 1 percent on his invest- 
ment in addition to his labor. That is ridiculous, of course. 

What I am getting at is here, that if we took even 10 percent the 
chairman has suggested, 10 percent on the selling price per pound, 
it would reduce his selling price per pound to 31.23 cents to a point 
where it would completely wipe out his profit. 

As far as labor is concerned he could probably recoup that by getting 
a job somewhere. So there wouldn’t be any inducement for him to 
contribute his labor to a business which was showing a loss, would 
there? 

Mr. Mouurn. No. 

Mr. Wo.tcorr. And he would go out of business, wouldn’t he? 

Mr. Mouturn. Yes, sir. 

Mr. Wotcorrt. Isn’t that the reason why we might expect a cut- 
back in production of beef, if there isn’t any profit in producing it? 

Mr. Mouurn. The marginal operator is bound to be cut out and 
that is just what you don’t want to do, if you want full production. 

Mr. __ seme Of course, if the whole 10 percent went back to the 
producer you would create an economic situation in his particular 
case which would stop all growers of beef from producing a pound of 
beef. 

Mr. Mourn. I would like to call attention to the fact that there 
is no intention to deceive on Mr. Hummell’s part. He shows that 
he is taking compensation for himself, and I would like also to observe 
that as far as I know, these big corporations that pay their executives 
a hundred thousand dollars a year salary, that comes out of their 
earnings. They don’t take that after they tell how much money 
they made. 

Mr. Woxcorr. It seems to me in looking over the statement here 
that he has been very conservative. 

This labor, $23.20, there is nothing in that that indicates that, it’s 
his own labor. He gives himself a salary of $3,000 per annum, which 
doesn’t seem to me to be exorbitant for that type of labor on that 
type of a farm. 

His feed costs can’t be reduced, ranch supplies, fence posts, barbed 
wire, and so forth, can’t be reduced, repairs, and veterinarian services, 
is only 28 cents a head, certainly he can’t reduce gasoline and oil, and 
his taxes, Mr. Multer might not take them into consideration, but 
those taxes include not only the Federal tax which he pays, but the 
State, county, and municipal taxes; food taxes, all the way down to 
his investment, 
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Mr. Wo corr. It might amaze some people to know that they have 
= pay a pasture fee, but that is a practice which you can’t get away 
rom. 

You have got to have feed for your cattle when they are in pasture. 
I think he must have been running pretty good business and keeping 
out of trouble to reduce his legal fees to only 32 cents a head. 

Being a lawyer, I would be much in favor of raising that. His 
commissions are set. His death losses are average, I presume. So | 
can’t see where he could cut very much from his operating costs, 
excepting in his own salary. 

Now, of course, if you want these beef growers to work without 
salary, then you might get meat a little cheaper for the consumers up 
in New York City and that is about the only way that I can see it can 
be done. 

I am surely not in favor of having these farmers work for nothing. 

Mr. McKinnon. Mr. Wolcott, could you find out when these cows 
were marketed? There is no date on this sheet. 

Mr. Wo tcort. I don’t know. 

Mr. Moutin. Well, he lives right there in Denver, and his market- 
ing period would be in the fall of the year. 

Mr. McKinnon. May I find out, Mr. Wolcott, if you will yield? 

Mr. Wotcorr. Yes. 

Mr. McKinnon. What particular operating period does this balance 
sheet apply to? 

Mr. Mouuin. | think it applies to his experience last year; but these 
figures were sent to us since I have been here in Washington. I had 
no opportunity to confer with Mr. Hummell about it. They were 
sent in here by the secretary of the Colorado Cattlemen’s Association. 

Mr. Burrerr. Mr. Mollin, if he had a mortgage of any size at all, 
or borrowed any money, it could be that taxes and interest might have 
been transposed on this sheet. 

If he had a $40 thousand mortgage, on a $115,000 operation, at 4 
percent, that would be $1,600 a year, right there. 

Mr. Mouuin. Well, as I say, it is difficult for me to explain a state- 
ment that I had nothing to do with making, and we would not have 
submitted any figures except on the demand of the House committee 
members that they wanted cost figures. Cost figures can be different 
on every ranch, and there isn’t any typical operation so that you can 
say, “This is what it costs to produce cattle.” 

IT would rather not have submitted any figures but I realize you 
gentlemen wanted something to go on and we tried hastily to get 
some figures. And I do know this man Hummell is a good responsible 
citizen; other than that, I know nothing about his figures. 

The CHarrman. Are there any further questions? 

Mr. McKinnon. I have a few questions I would like to ask. 

You said a few minutes ago that the cattle industry made money 
last year. 

Mr. Mouur. Generally speaking, I think so; yes, sir. 

Mr. McKinnon. And as I understand it, now we have the highest 
production coming in this year that we have ever had? 

Mr. Mouurn. We have got the greatest number of breeding cows in 
the country we ever had. 

Mr. McKinnon. Now, the cattle industry generally—and I pre- 
sume you take this same viewpoint—feel that the more production 
we get the more the price is going to be brought down. 
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Mr. Moun. Yes, sir. We think that is the way it will work. 
We don’t know where the danger point is, but the industry is going 
up in numbers, and would have continued to go up. 

The experts over in the Department had predicted that we would 
go to 90 million head at least in this current cycle, before this order 
came out. 

Mr. McKinnon. We have got the highest production on record now. 

Mr. Mourn. Is it, you say? 

Mr. McKinnon. I say, if we have the highest production on record, 
why is it that we now have the highest prices on record also? 

Mr. Mo un. Because of your national income being the highest 
on record. As I told you, the disposable income determines the de- 
mand for beef. They spend 5% to 6 percent of their disposable in- 
come for meat. 

Mr. McKinnon. That is true, but you say if we get high production 
we will have lower prices. We have high production and high prices. 

Mr. Mouuin. We haven’t got high production in relation to demand. 
The demand is tremendous, the biggest we have ever had in this 
country. 

Mr. McKinnon. Well then, by high production alone you are not 
going to get low prices, are you? 

Mr. Motu. [If you continue to let wages rise you are going to 
continue to build up the demand for meat. 

Mr. McKinnon. Prices have gone up faster than wages, however. 

Mr. Mourn. They have not. I have told you that factory wages 
on April 15 stood at 561 percent of the base period in 1910-14. I 
got those figures from the BAE. 

Mr. McKurnnon. Well, my figures don’t agree with yours. I have 
got figures here which show that the price of cattle stands at 15.3 
percent increase. 

Wages of manufacturing workers 10.6 percent increase; and prices 
paid by farmers, 12 percent over 1950. 

Mr. Moutin. Oh, you are talking about the short-term period, 1 
year. 

Mr. McKinnon. I am talking—— 

Mr. Mouturn. I am talking about what has happened since the 
base period, 1910-14. 

Mr. McKinnon. Well, we are talking about a period that goes 
back to January 1950 when the cattle industry was admittedly making 
money. 

Mr. Mottrn. It takes less hours of wages today to buy the meat 
the workingman buys than it did even prewar. 

Mr. Brannan put those figures in the record here recently. 

Mr. McKinnon. Well, I know, according to the figures here sub- 
mitted, in the cost of living figures of the Bureau of Labor Statistics, 
that your price of cattle has gone up faster than wages during the 
past year. 

Mr. Mourn. Maybe during the past year but not over a long 
period of time. 

Mr. McKinnon. The point is this, you were making money last 
year, and your price went up faster than labor, fee, or any other 
components. That is what I can’t understand. 

Mr. Mottin. Your costs of operation have gone up materially as 
the gentleman from Tennessee stated yesterday. 
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Mr. McKinnon. Well, I would prefer not to take the gentleman 
from Tennessee’s es who is going into a new type of business, 
but taking Mr. Willoughby’s figures, and he came right down and 
stood behind his figures; he showed me on his balance sheets, in going 
back and analyzing his balance sheet, yesterday afternoon, after he 
finished his testimony, that if they made money back in 1950—and 
the only changes in his balance sheets occurred on the matter of labor 
and feed—and he tells me his feed went up on a ratio of about 62 to 
a hundred, and his labor on a ratio of 75 to a hundred, and if you 
analyze those figures he should, to have the same profit margin, get 
an increase this year over what he had last year of something over 
263 dollars for 27 calves, which works out mathematically to about 2.4 
cents a pound increase over last year. 

Now, those are his figures. 

Mr. Coir. Do you mean cost or income? 

Mr. McKinnon. His costs were $22.40 a hundred more this year 
than last. 

Mr. Moutry. You say you don’t want to take the figures of the 
man from Tennessee. He was giving figures on the cost of things 
that every rancher has to buy, trucks, and so on. 

Mr. McKinnon. This fellow has all these figures in, too. The 
figures of the man from Tennessee are not typical enough because he 
said he was leaving the steer-raising business and engaging in the 
heifer-raising business, and his death loss was high because heifers 
were yielding their first calves. There are a lot of circumstances 
involved in starting a new business that are not typical in an estab- 
lished operation. 

Mr. Mourn. But he showed an advance in cost in practically 
everything he used. 

Mr. McKinnon. But Mr. Willoughby’s figures showed an advance, 
too. 

Mr. Mouuin. Mr. Willoughby uses trucks. So does every rancher. 

Mr. McKinnon. I wouldn’t doubt that. 

Mr. Tauur. Mr. Chairman. 

The CuarrMan. There is a matter of great importance on the floor 
and we will have to go. 

Mr. Tauuie. Mr. Mollin, I have been informed there will be no 
opportunity to question you, but I want to make a statement.. | 
think we are agreed that the way to deal with inflation is to increase 
production, and the cattle industry has been doing that, and you have 
pointed out that the production is very high. 

Now, it takes 3 years, does it not, to put a prime steer in condition? 

Mr. Mouurn. That is right, practicaily, yes. 

Mr. Tatun. Now, if, in the meantime, during those three years, 
the policy of our Government is such as to grind out more and more 
dollars through currency and demand deposits, obviously the rate of 
increase in means of payment is so far ahead of the increase in pro- 
duction, that prices go up. 

That is the only way they can go, demand being what it is. 

Mr. Mourn. That 1s right. 

The CuarrmMan. How many operations are there in handling cattle 
from the producer to the consumer? 

There is the rancher, there is the feeder, the slaughterer, the whole- 
saler,"and the retailer. Is that about all? 
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Mr. Mouttin. Well, many¥times,*Mr. Chairman, the cattle are 
raised, we will say, in the South, in Texas, Arizona, or New Mexico, 
and they are sold to go up into Montana for grass. 

The CuarrMan. Well, now, do you think any of those segments of 
the industry are making an unreasonable profit? 

Mr. Mo.uin. Do you mean last year, or this vear, or what? I 
think you have to give a time in your question. 

* The CuatrMan. I will repeat my question. 

* Mr. Moturn. I just want to know when. Do you mean now? 

™ The CuatrMan. Now, ves, sir. At the present time, when meat is 
so high to the consumer, I want to know if any of those segments of 
the industry are receiving an unreasonable profit. 

Mr. Mo uin. Well, we can’t tell whether they are receiving an 
unreasonable profit until the year is over. 

I say the cattle industry has had a period of years when they have 
made reasonable profits, going back over 10 years or so, and they have 
had many, many lean years, prior to that. 

The CuarrmMan. The price of meat would indicate that somebody 
is getting an unreasonable profit, doesn’t it? 

Mr. Mouurn. We are not taking position that we want cattle to 
go any higher. Goodness knows, we don’t. But we think that you 
are not serving the country by putting on these price controls and 
forcing meat into the black market. 

The CuHatrMan. I realize that. It wasn’t any argument. I just 
wanted a factual statement, if you know of any segment of the 
industry making an unreasonable profit, and if that had any effect 
on the retail cost of beef. 

Mr. Mouurn. Well, I have no reason to think that anybody has 
been getting an unreasonable profit. Our profits vary, just as in 
the case of this man yesterday who lost $85,000, and here is another 
man who had a good year, depending on local conditions, droughts, 
storms—2 years ago we had a terrific storm out West, and the presi- 
dent of our association at that time had 700 cattle of which he lost 
over a hundred. 

We have tremendous risks in the business and we do have to have 
some good vears to keep going. 

The Cuarrman. The committee will adjourn, to meet tomorrow 
at 10 o’clock. 

(Whereupon, at 10:10 a. m., the committee adjourned, to recon- 
vene at 10 a. m., Friday, May 25, 1951.) 

(The following statement was submitted for inclusion in the record:) 


STaTEMENT SupmiTrep By Cart E. Bostrom, PRESIDENT OF THE BOARD OF 
TRADE OF THE Ciry or Cuaicaco, Rexiative to H. R. 3871, ro AMEND THE 
Derense Propuction Acr or 1950 


My name is Carl E. Bostrom. I am president of the Board of Trade of the 
City of Chicago. Also, I am vice president of Lowell Hoit & Co., cash grain 
merchants who have been in business about 50 years. 

Today I come here deeply impressed with the seriousness of the problems which 
are under consideration by your committee. Proper production for defense and 
prevention of inflation is, I know, the current primary concern of every loyal 
American citizen. The problems under consideration are broad in scope and I 
shall attempt to use most of the period of time allotted me for testimony on one 
highly specialized phase of the problem on which I feel well qualified. I refer to 
the proposal of our President to authorize control “of margins for speculation on 
commodity futures markets.” 
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This proposal has been made time and time again, during war and during peace, 
and each time we have been able to prove to the Congress and to committees of 
the Congress that this control would om many crippling and uneconomic effects 
and be to the detriment of the public interest. 

If during our successful economic and military efforts in World War ITI such 
controls were not necessary, why must they be requested now when we are oper- 
ating in extremely stable fashion in the field of grain prices? As you know, grain 
prices which advanced moderately after the outbreak of the Korean trouble have 
receded and are today, with the exception of soybeans, well below parity. 

I can see no valid reason for the Government wishing controls in addition to the 
many they already exert over our commodity exchanges, unless it is simply a 
continuation of a trend to have complete centralized Federal control over the 
economic activities of the American people. 

I should like to go on record in opposition to all controls instituted for controls’ 
sake. While some degree of control is unquestionably called for in the current 
period, the arbitrary determination of unrealistic, unworkable, or useless price 
ceilings can only serve to prevent needed production, call for impossible policing, 
and result in ruinous chaos if past experience or common economic sense teaches 
us anything. However, I shall leave it to other witnesses to elaborate on these 
matters. It is fortunate that the matter of price ceilings is one with which you 
gentlemen, and in general the citizenry at large, are fully informed and conversant. 
Unfortunately, this may not be true of the highly technical matter of the use of 
margins for hedging commodities and for the speculation essential to such hedging. 

The administration in recent proposals to amend the Defense Production Act 
of 1950, stated: 

“‘Whenever the speculative fever hits these markets, we should be able to 
dampen it promptly with reasonable requirementsfor minimum margins * * *, 
This is the same kind of authority which the Federal Reserve Board now exercises 
in respect to the stock markets.” 

To compare margins required for commodity trading with those set for securities 
trading is unfair, unrealistic, and erroneous. The public is perhaps more familiar 
with the use of margins in the purchase or sale of securities. A large margin or 
outright ownership of stocks is not uncommon. Stocks are purchased primarily 
for investment purposes. The use of margins for grain trading by either hedgers 
or speculators is entirely different. Hedgers use the market for price insurance 
purposes and speculators must stand ever ready in a liquid market to offset either 
a sale or a purchase by the hedging interest. In grain trading a margin is merely 
earnest money to insure performance of a contract for later delivery of grain. 
By hedging grain on relatively low margins, a processor may not only obtain price 
insurance on his inventory but may also obtain a much more liberal loan from 
bankers than would otherwise be possible. These loans often go up to 90 
percent of value. If he were required to put up the full amount of the value of 
the grain as margin, this would obviate the advantage of the inventory loan which 
contributes so much to the efficiency of his operation. 

To set unduly high margins on grain trading would not prevent price changes 
on grain either up or down. In fact, it might so impair the liquidity of the 
market by virtually eliminating the necessary speculator that the price changes 
would become violent. Every competent study of futures trading for the past 
100 years has emphasized the stabilizing effect on prices resulting from these 
contracts. Elimination of speculation in grain would result in much less ability 
of the markets to absorb heavy harvest sales by farmers at stable prices, would 
mean wider price fluctuations, would eliminate the advantages of a hedging mar- 
ket, and would inevitably mean higher marketing costs. This would work to the 
obvious disadvantage of both producers and consumers of foodstuffs. 

The United States Department of Agriculture itself, in Technical Bulletin 
No. 934 published in August 1947, records results of a survey which found the 
primary cost of marketing grain to be less than the similar charge for ame other 
agricultural commodity. The study revealed that only 1.7 cents out of the con- 
sumer’s dollar which is spent for bakery and other cereal products pays all such 
marketing costs for grain which goes into such products. The bulletin states: 
“The marketing and physical handling from the farmer to the first processor is 
probably more efficient for grain than for any other farm product.” 

Hedging and necessary speculation helps to make this possible. Our member- 
ship at the Chicago Board of Trade includes officers of such firms as Allied Mills, 
Armour & Co., Corn Products Refining Co., Central Soya Co., General Mills, 
Pillsbury Mills, Quaker Oats Co., Shellabarger Mills, Staley Manufacturing Co., 
Standard Brands, Standard Milling Co., Swift & Co., and many, many others. 
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These gentlemen are registered for their firms and hedge their inventories and 
futures sales of products in futures contracts on the Chicago Board of Trade. Our 
organization has been in existence for more than a century and I challenge anyone 
to prove that the price insurance available and almost universally used by the 
grain trade through the hedging medium does not make for marketing efficiency, 
higher prices for farmers, and lower costs to consumers. Other industries less 
fortunate, working with products not ideally adapted to hedging through futures 
trading, are required to set up contingent reserves for price changes. And the 
cost of the maintenance and use of these reserves must be passed on to the pro- 
ducer and consumer. 

There are those who argue piously that hedging is helpful but speculation harm- 
ful. Those who so contend are either uninformed or mischievous. 

In pressing our case, I could refute those who have blamed commodity traders 
for the price increases which have occurred since Korea. That price increases 
have occurred during all wars and in all countries during this war is well known 
to everyone familiar with the inevitable effects of supply and demand. It may 
not be so well known that such price increases in commodities traded in futures 
markets, and notoriously grains, have been relatively modest when compared 
with price increases in other products in this country. Similarly in countries 
where commodity exchanges have been crippled or killed by communistic, social- 
istic, or other authoritarian governments abroad prices have in fact risen in 
response to supply and demand relationships. Sometimes the dictators have 
attempted to conceal this fact from the people by breaking the price thermometer. 

But rather than argue details, I should prefer to present my comments on the 
broader aspects of this controversy. 

First, what is the nature of margin requirements? 

Commodity exchange clearinghouses require their members to maintain margins 
to guarantee sanctity of the contract and to protect hedgers and speculators, 
large and small, from defaults. Members of the exchange require their clients 
to post minimum margins usually in excess of clearinghouse margins. Commis- 
sion houses are not limited as to the extent of the margins which they may call 
but are required to obtain and maintain certain minimum margins set forth in 
the regulations of the exchange. 

As stated earlier margin requirements of stock exchanges and commodity 
exchanges are often compared. Such comparisons are not valid for several 
reasons. 

Stocks purchased on margin are delivered and dividends accrue to the purchaser. 
A futures contract is an agreement to purchase at a future date. When delivery 
is made payment must be made in full. Commodity margins guarantee that 
contracts will be consummated or offset; the posting of margins does not entitle 
the purchaser to possession. Stocks may be held for a lifetime or longer. Grain 
contracts often mature about every 3 months; usually expire within one crop vear. 

What are the functions of futures markets? Futures markets have two basic 
functions: ()) the registering of grain prices and (2) the shifting of risks. Grain 
prices should reflect both current and anticipated values. Buyers and sellers 
must make estimates of total supplies and the demand for them, and form expecta- 
tions of the average prices that will prevail at future times. If current prices are 
above the average prices expected, the quantities offered for sale are increased, 
if they are below, quantities are decreased. This is a process of discounting the 
total supply-demand conditions into current prices. It is essential in regulating 
the flow of grains onto the market at a rate that will make supplies last the full 
year but at the same time have them all consumed. Current prices are related to 
expectations of future prices. If the supply-demand conditions change so that 
expectations are changed, these changes should be immediateely registered in 
current prices. The extent to which they are so registered depends upon the 
effectiveness of the discounting system which in turn depends upon the level of 
speculative activity. The discounting process requires speculation. Futures 
markets with an extensive speculative interest are singularly good discounting 
markets and especially useful in rationing supplies over time periods. 

Price risks in grain marketing are extensive. Crops are harvested during a 
few weeks of each year and are consumed at a fairly even rate. Part of the 
stocks must be owned for as long as 12 months. Speculators in futures markets 
assume much of the risk in marketing grain. Risk premiums must be paid to 
get risks assumed; anyone purchasing for deferred delivery must be able to buy 
cheaper than he expects to oe able to sell later. 

A good risk-shifting (hedging) market must: (1) Provide a liquid market so 
that hedges can be placed and removed instantaneously without price penalty 
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and (2) get risks into the hands of those persons who require the smallest risk 
premiums. 

What is the necessary volume of trading? The volume of trading necessary 
for a good hedging market is not known. We only know that the volume in 
some markets is at least large enough and in other markets not large enough. 
From a hedging point of view, too large a volume of trading is impossible. There 
seems to be no objective evidence that a given amount of trading is the minimum 
necessary. Whether the minimum is just equal to the size of the crop, 5, 10, 
or 15 times the size of the crop is not known. Neither is it known that 10, 15, 
or 20 times the size of the crop is more than necessary. Volume in relation to 
the size of the crop is not the appropriate measure. 

A large volume of trading is essential to uncontrolled and sensitive price 
adjustment. A small volume of trading by a few people results in prices that 
are infrequently adjusted by relatively large amounts while a broad market with 
many traders results in prices that change more often and by smaller amounts. 
A broad market is less susceptible to influence by one or a few traders than a 
narrow market. How large a volume of trading is necessary to assure uncon- 
trolled prices is not known. Volume cannot be too large for this purpose. Much 
speculation helps assure free prices. 

What about volume of trading and prices? Increases in the volume of trading 
and erratic price changes seem to occur at the same time. This does not mean 
that erratic price changes are caused by a large amount of speculative activity. 
A more logical line of reason is that erratic price changes cause a large volume of 
trading. There is no logic in speculating in prices that do not change. 

Speculators buy when they think that prices are too low and sell when they 
think prices are too high. They differ in their opinions about what is too high 
and what is too low. The actions of individual speculators in buying and selling 
tend to force prices to the average expected by the market participants. Specu- 
lation tends to eliminate the reason for speculation. If the judgment of specu- 
lators were perfect, prices would change only when the underlying economic 
conditions changed. 

Speculation cannot affect prices very much in a liquid market. Cash and 
futures prices are tied together by the delivery feature. Grains must move onto 
the market for what the market can afford to pay. They cannot be held above or 
below that level. 

Do margins determine the amount of speculation? The principle of buying at 
the lowest price is to shop in the broadest market possible. The principle of 
shifting risks is to get them in the hands of those people who will carry them for 
the smallest premiums. Low margin requirements broaden the market for risk 
and reduce its cost; efficiency of marketing is increased. Such savings result in 
higher farm prices and lower consumer prices. 

Should margins be used in an attempt to control prices? The argument for 
Federal control of margin requirements is that excessive price changes are caused 
by excessive speculation and that the volume of speculation can be controlled by 
adjusting margin requirements. Principal criticisms have been leveled against 
price increases and the margins required by the exchanges. The implication is 
that if margins and the volume of trading can be controlled, excessive price 
changes can be prevented. When it would be judged that prices were too high, 
margins would be inereased and when prices were too low, margins would be 
decreased. That is, to control margins, it is argued, is to control prices. The 
use of margins for any purpose other than the guaranty of contracts is a violation 
of the principle of competitive pricing of commodities and would take pricing out 
of the hands of economic forces and submit it to mere administrative decision. 
And there is no evidence that this scheme would work. 

There are two principal ways to effect the distribution of economie goods. One 
way is our traditional method of using money—good, solid money—to ration the 
fruits of our labor and ingenuity. You pay your money and you take your 
choice. The money system does ration goods. If there is a short corn crop, the 
price goes high, people use less, do without, find substitutes. This automatically, 
efficiently, and effectively spreads the crop over the 365 days of the year. Under 
some other systems used throughout history, the crops were used up in less than 
a year and many starved. Under our money system of rationing, even an un- 
usually large, bumper crop is rationed out. The price falls, the product is pushed 
into consumption by the attractive price and tends to be used by the next harvest. 

Along with our experience in the last war, there has been a wealth of historical 
experience with Government food controls. In fact, a recent archeological dis- 
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covery reveals that the oldest known laws in the world were price-control laws— 
3,800 years ago in ancient Babylonia. 

One of the best summaries of historical experience with price controls is easily 
accessible to governmental officials and others. In 1922, Mary G. Lacy, librarian 
of the Government’s Bureau of Agricultural Economics, addressed the Agricul- 
tural History Society under the title: ‘Food Control During Forty-six Centuries.’’ 
She pointed out how her search of history over this entire period revealed repeated 
attempts in many nations to curb by law the inflationary rises of price. She said: 

“The results have been astonishingly uniform. * * * The history of 
government limitation of price seems to teach one clear lessons that in attempting 
to ease the burdens of the people in a time of high prices by artificially setting a 
limit to them, the people are not relieved but only exchange one set of ills for 
another which is greater. * * * The man, or class of men, who controls the 
supply of essential foods is in possession of supreme power. * * * They had 
to exercise this control in order to hold supreme power, because all the people need 
food and it is the only commodity of which this is true.”’ 

How short our memories. 

Gentlemen, I know it is considered proper to take the time of a committee 
such as yours only for a short period and to use such time for presentation of 
statistics and other so-called factual and well-documented material. Some of 
this I have done, but I should now like to speak briefly in generalities. Although 
I am only 50 years of age I have spent 35 of those years in the Chicago Board of 
Trade. I have, through the indulgence of my fellow members, advanced from 
messenger to the position of honor and great responsibility of president of the 
world’s greatest remaining free market. hold this position as others since 1848 
have held it—without monetary compensation. Soon I shall pass the responsi- 
bility to some fellow member who will be selected in a free election. 

When you and I and all of us pass along we hope to leave a heritage to our 
sons far more valuable than the material wealth, great or small, which we have 
accumulated for them. I speak of the freedom of opportunity, the free-choice 
system of America, which has given all of us great personal opportunities and 
which has allowed expansion from the Original Thirteen Colonies on the east 
coast of this country to the great Nation we are today. Without risk, without 
speculation, without free markets does a single man among you believe these 
miracles of agricultural, mechanical and social progress could or would have been 
performed? Are we afraid that our sons—and I have two both soon ready for 
military service—cannot through their own experiences, through trial and error, 
through competition, through constant, persistent, personal effort, through 
honest work, accomplish more for themselves and for their fellow citizens under 
the American system than under any other? Do we want them to fight against 
a foreign economic and political system and return victorious to America to 
find that we have adopted a reasonable facsimile at home? Are we to chip away 
and chisel away and under endless emergencies steal away the very things which 
have made us today the last hope of freedom-loving men all over the world? 

You know that America is at the crossroads. rom this point we will either 
work as we have in the past under free enterprise or we will work under the dreadful 
Marxian system of per capita distribution—from each according to his ability, 
to each according to his needs. 

Sweet, sugary promises that controls are temporary with admissions that they 
will not work in the long run will not successfully tempt many to thrust their 
heads into the yokes of oppression which will inevitably result from a system 
which will lead to subsidies, to rationing, and ultimately to the police state. 

So I leave you gentlemen fully confident that the 500 Americans who make 
up the United States Congress are not going to pass legislation crippling our free 
market which is the heart of a large segment of our free economy. 
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FRIDAY, MAY 25, 1951 


Houser or REPRESENTATIVES, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D. C. 

The cémmittee met at 10 a. m., Hon. Brent Spence (chairman), 
presiding. 

Members present: Messrs. Spence, Brown, Patman, Multer, Deane, 
O’Brien, MeKinnon, Fugate, Wolcott, Gamble, Talle, Cole, McDon- 
ough, and Buffett. 

The CHAtRMAN. The committee will be in order. 

Call the first witness, Mr. Clerk. 

Mr. Hauuanan. The first witness is C. B. Watson, president of the 
Corn Belt Livestock Feeders Association. 

The Cuarrman. Mr. Watson. 


STATEMENT OF C. B. WATSON OF DE KALB, ILL., PRESIDENT OF 
CORN BELT LIVESTOCK FEEDERS ASSOCIATION, CHICAGO, 
ILL. 


Mr. Watson. My name is C. B. Watson. I live on a farm at 
De Kalb, Ill. Myson and I operate a section of land and we normally 
feed 2,000 head of cattle annually. 

I am the president of the Corn Belt Livestock Feeders Association, 
whose membership feeds annually for market three million cattle and 
over three million hogs and many sheep. 

I have worked with Mr. DiSalle, and we have had conferences with 
Mr. DiSalle and Mr. Erickson. 

I think there is a great deal of misunderstanding so far as this 
cattle business is concerned, because it is so large a business, and 
many of us who do not live on farms, and have a background of 
livestock, just cannot understand the problems that confront the 
livestock man. 

After all, the livestock business is a production line. It extends 
over a period of 3 years, instead of through a period of a short hour 
or two on a production line. 

A study of the personnel on this committee discloses that most of 
the members come from consuming centers. Your homes are scattered 
all over the country, but nevertheless, the bulk of your votes are in 
the consuming districts, rather than in the meat-production districts. 

I do not believe you want those consumers of yours to go to a 
grain diet, instead of. having meat balanced with fruit and vegetables. 
Therefore, I would like to tell you, very briefly, some of the things 
which I think are necessary to insure ample supplies of meat and to 
avert an acute meat shortage. 
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I would like to show you this map, which, in a sense, covers the 
United States. The green area, starting with the Potomac on the 
east, and continuing south and up the west, is the area where the 
— numbers of beef cattle are kept. 

he other area is your Corn Belt, and the red area up in the north- 
east corner is the large industrial district of the United States. Of 
course, there are other industrial districts but I want to point out 
to you that this area in red consumes about 50 percent of all the beef 
produced in this country, and about 75 percent of all the lamb meat 
produced in this country. 

Then I would further like to point out that in the yellow area, 
which is the Corn Belt area, following the suspension of OPA, in 
October 1946, this yellow belt only had 38 percent of the cattle in 
the Corn Belt that they had in 1943 when OPA became effective. 

You have heard much of the fact that cattle prices are at 152 per- 
cent of parity. If you will study the pictograph following page 5 
in the exhibit given, you will see that cow herd numbers and beef 
cattle numbers have now risen to the highest level in history, while 
the number of steers on farms on the first of this year was 3,000,000 
head less than we had in farms in January of 1920. 

Yet, it is from the slaughter of steers that about 65 percent of all 
the beef is derived. 

If there were as many steers on farms right now as was the case 
compared to the number of herd cows from 1920 through January 1, 
1944, we would have around 12,000,000 head of steers instead of 
7,000,000 head. 

If you would turn to that pictograph just for a moment, you will 
note that the cow numbers have been increasing since 1939, the calf 
numbers have been increasing steadily, but the steer number have 
remained more or less constant, and we are just at the point where the 
production of calves has risen to a point so that in the next year or 
two this curve of steers will turn upward—and that is important in 
this entire situation. 

The reason why there is a less number of steers is traceable directly 
to OPA policies. 

We have now, and during the days of OPA, record numbers of cows 
on farms, The calves were born but OPA policies caused a reduction 
from 121 million head of the pig crop in 1943 to a pig crop of only 86 
million in 1944. 

This caused the packers to look for additional meat. The one 
source where it could be obtained was through the slaughter of calves. 
So these calves, instead of being permitted to grow up to become 
steers and heifers, and marketed at weights after 1,150 pounds and 
upward, went to market at weights of 500 pounds down. 

So instead of producing a carcass weighing 670 pounds of beef, 
they produced carcasses of 250 pounds of veal. 

Multiply that by the jump of slaughter in calves from 9 million 
head in 1943 to 14 million head in 1944, and you can see why the meat 
shortage in 1945 and 1946 resulted. 

In trying to correct this condition, brought about by OPA policies, 
the price 4. responded to the natural economic law and risen to 


levels of 152 percent of parity. We are just now getting back to 
the point where increased marketing of beef is anticipated, both by 
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the trade and by the governmental authorities, if the free price 
continues to prevail. 

The livestock trade expects this to cause a decline in the price of 
cattle back toward normal, instead of remaining at 152 percent 
of normal. 

I would like to pause there and point out to you that in the economic 
price law of ee King, he points out this fact, that when the 
supply is one-tenth below normal, the price rises to 130 percent. 

If it is two-tenths below normal the price rises to 180 percent. 

That explains why these cattle today are at 152 percent. The 

supply of steers which produced a large amount of beef has not as 
yet come high enough to make a turn in that curve. 
* While it is very true that the Corn Belt livestock feeders only add 
about 30 percent to the weight of the cattle on the average, yet they 
do this in a manner that permits the marketing of a fairly even number 
of cattle each month during the year. 

Where the ranchers market the bulk of their cattle from August 
through October, the Corn Belt feeder buys those cattle, adds 30 
percent to the weight, and markets them throughout the other months 
of the year. 

As the Corn Belt feeder sells his cattle he buys other replacements 
and so the supply is balanced in the market during the year. 

But the exhibit here shows that where the Corn Belt feeders must 
have around $36 a hundred or upward to break even on these cattle 
that they bought last fall and this winter, OPS regulations will not 
permit the market to sell near that high. 

What would happen to your grocer, or to your dry-goods merchants 
if Uncle Sam walked into their stores today and ordered a roll-back 
in their prices so that instead of meeting their costs they would be 
forced to take a loss on all of their winter stock. 

Not only would they be required to take a loss today but they would 
be informed that before long a couple more losses would be added. 

That is exactly the condition that confronts the Corn Belt livestock 
feeder and just as your grocer or other merchant would be absolutely 
helpless to protect himself, so are the Corn Belt livestock feeders. 

Gentlemen, it is up to you to write the law, either making it possible 
for a calf to grow up and become a steer that will provide you with 
675 pounds of beef when slaughtered, or to send him to market when 
he will provide only 250 pounds of veal. 

We are opposed to controls, but if controls must be continued we 
think these six amendments should be added. 

These six amendments must be placed in the revision of the Defense 
Production Act of 1950 if this country is to continue on an adequate 
meat diet and they must not be left at the discretion of anyone, but 
must be made completely obligatory in the law itself. 

Now, the six amendments are as follows: 

1. The law specifies that processors must be permitted a generally 
fair and equitable margin, but unless the producer of meat and grain 
and cotton, with its cottonseed meal and soybeans with their soybean 
meal, are permitted a fair profit, there will be nothing for either the 
processor to process or the consumer to eat. 

Line 31, section 3, page 8, title 4, should be amended to provide a 
generally fair and equitable margin, on each species of grain, cotton, 
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and livestock of profit, over and above all costs for their production, 
feeding, and processing. 

2. Parity is an average. 

It is a concept of the normal, or what should be the natural relation- 
ship between grain, livestock, cotton, and other commodities. It is 
the common rate. But this average or common rate means that there 
has been an equal volume of price, both above and below that average. 

For 300 years, since Gregory King’s price law, it has been recognized 
that the price advances above this normal or average realtionship to 
other commodities at a much more rapid rate than production declines 
before the normal. No one yet has been able to overthrow success- 
fully for very long the economic laws of price. Should nature step 
in and set shortages of yield per acre to that economic law, dictated 
prices higher than parity, any efforts you make to stop that will result 
either or both in an acute shortage with possible starvation or in black 
markets. 

If you are to avoid this then you must make provision for the market 
to respond to its natural laws. This situation is discussed at length 
in the first page of the discussion in the brief. 

3. It has been ordered that an additional roll-back of cattle prices 
is to come on August 1 and October 1. To profit, a feeder must be 
able to buy his cattle in feeder flesh at levels not above $25, if they 
are to be sold and the prices ordered to prevail after October 1. 

But prices of feeder cattle will not be that low and until the market 
reaches that level on the finished cattle. That means feeders cannot 
buy any replacements until late this fall and hope to come out on it, 
if this roll-back goes through. 

That means a gap in supplies of beef followed by a reaching for any 
type of meat available. It means the slaughter of calves at weights 
where they will produce to 250 pounds of meat per animal instead of 
675 pounds. 

No additional roll-back on prices beyond that of May 20 must be 
permitted, if there is to be an abundance of meat on the market prices. 

If natural conditions of supply and demand dictate lower prices, 
then they should come naturally, but its consumption is such that all 
the beef offered for market will be consumed at those ceilings. Then, 
instead of the ceiling being lowered, it should be raised to levels that 
will bring a balance between supply and demand at the price. 

Let me emphasize most emphatically, that this is not hysteria. 
That it is not pleading just for the livestock feeder. It is a matter of 
common sense in livestock marketing. 

You gentlemen of the Congress must make the decision as to whether 
there will be ample supplies of meat, with a price that works back 
naturally toward parity on beef or whether there is to be scarcity with 
the inevitable black markets. 

4. The maximum prices to be permitted on hogs should carry with 
it the possibility of the same relationship as existed between the 
average price of hogs and the average of all beef steer prices from 1920 
through 1941. 

It is self-evident that that relationship was a natural relationship, 
and this should be permitted to continue. That is, gilts and sows of 
Good to Choice grades should be permitted to sell at 85 percent of the 
average price of beef steers. This means that it would be possible for 
hogs to advance to around $28 a hundred if that relationship of 85 
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percent for — in comparison to the average price of beef steers is 
permitted on the Chicago basis. 

It does not mean that the hog price necessarily will advance to that. 
level. But it does mean that if the demand for pork is so huge that it 
will be consumed at that price level, then the price will be free to rights 
to a level which will increase the supply. 

I might add that our reports so far show a trend toward reduction 
of the fall pig crop because of the uncertainty in the minds of farmers 
over the future hog price, so once more you Members of Congress have 
the power to make the decision as to whether or not there will be an 
abundant supply of meat or an acute shortage. 

In closing, there are three things that need to be done immediately, 
gentlemen. Two of them are to remove the roll-backs of August 1 
and October 1, and permit the cattle from the ranges a chance to come 
into the Corn Belt. 

The third item is the quotas on livestock must be eliminated, as it 
is a price club over the market. 

Thank you very much. 

The CHarrMaNn. Are there any questions? 

Mr. Burrert. I would like to ask a question. 

The Cuarrman. I recognize Mr. Buffett. 

Mr. Burretr. Mr. Watson, under this quota system, what happens 
to the beef and hogs where the packer uses up his quota? 

Mr. Watson. Well, I can give you an illustration or two. On the 
Milwaukee market recently there was an oversupply of veal. 

When the packers had purchased their quota for the day, they were 
out of the market and there were many head of calves left to be 
disposed of, and I understand reports were that they would have to be 
carried over until another day. Well, there is a tremendous loss in a 
veal calf, when he is carried over. 

Then, on the lowa markets, I know of instances where hogs have 
had to be moved from one interior market to another because the 
quota at the one market where they were had been filled. 

Now, that is a loss to the shipper. 

Mr. Burrerr. Isn’t that sort of situation going to promote and 
encourage black markets? 

Mr. Watson. It certainly will. 

Mr. Burrerr. In the Omaha market, on Tuesday of this week the 
packers bought so many hogs and they quit. They had all the meat 
they could use. So if people wanted to sell their hogs right away they 
would have to sell them in the black market, wouldn’t they? 

Mr. Warson. I can’t understand the purpose of the quota because 
it is most destructive to the livestock market. 

Mr. Burrertr. Do your people have any formula whereby beef 
prices can be held down, so long as unlimited quantity of paper 
money and borrowings are being issued here in Washington? 

Mr. Watson Do you mean do we 

Mr. Burretr. Do you think you could raise beef fast enough to 
supply the demand under those circumstances? 

Mr. Watson. No, because we can’t supply it even today, in the 
quantities that are desired. 

The interesting thing, when you stop and realize it, is this: 

During this past 10 years, the population of this country has 
inoue considerably, and there has been an expansion of meat 
during that period, but never yet have we caught up with the demand. 
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Mr. Burrerr. These figures in this booklet that comes from your 
group, they show feeding costs on seventeen-hundred-odd animals of 
over 35 cents per pound? 

Mr. Watson. Yes, sir. 

Mr. Burrerr. Do you think we are justified in accepting those as 
reasonably accurate? 

Mr. Watson. They are reasonably accurate, and they cover a wide 
range of cattle operations, including cattle that are being fed on grass 
as well as in dry lots. 

They are an average of these 20 men who farm in different conditions 
in and around the Sioux City area, and I think they are rather typical 
of the operation all over the Corn Belt. 

Mr. Burrerr. That is all, Mr. Chairman. 

The CuarrMan. Mr. Fugate. 

Mr. Fueate. When will the cattle that were purchased last year 
and went to feed lots move into the channels of consumption? 

Mr. Watson. Most of the cattle that were bought costing below 
30 cents, last summer and last fall, have already gone to market. 

The cattle in the Corn Belt today, I would say at least 65 percent 
of them—and that is an estimate—have been purchased since the 1st 
of January at prices well above $30 per hundredweight. 

Mr. Fueatrs. What would happen if the August 1 roll-back date 
was moved to October 1, and the October date moved to December 1? 

Mr. Watson. That wouldn’t change the condition at all, because 
the men that are really going to get hurt worse on this are the men 
who produce the calves. 

I will give you my own experience, which is typical. We bought 
cattle in February this year, realizing that a price freeze had been 
issued and that probably there would be a roll-back. But we had the 
feed available, and the labor available. We have to hold the labor 
because we must use them in putting in our crops. 

Those cattle we are liquidating today because we know they have 
got a loss in them, and we always say the quicker you take the loss, 
the better, and I would say by the first of August, 65 percent of all the 
cattle in the Corn Belt will have been liquidated with no replacements 
coming back, and the boys in the Corn Belt will not replace those 
cattle, knowing that after August 1 the market declines and after 
October 1 the market declines. 

In other words, if you were buying stocks on the market and you 
knew they were going lower, you wouldn’t buy until they hit the low 
point. 

Mr. Fuaarte. But you know exactly what the roll-back is going to be. 

Mr. Warson. I know, but you can’t buy cattle today, or probably 
before October 1, on a basis that will let you out after that date. 

Mr. Fuaatr. When is the normal buying period for replacements? 

Mr. Watson. Between July 1 and October 30, we would buy be- 
tween a thousand and fifteen hundred of cattle. This year our 
operations will simply be stymied and we will buy nothing until after 
the 1st of October, on this basis. 

Mr. Fueate. Would not the moving forward of the two dates give 
a more orderly marketing, and wouldn’t it make more and better beef 
for that later period of finishing, particularly with reference to grass 
cattle, that is moving into slaughter? 
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Mr. Watson. I am not in a position to answer you there, because we 

buy, if you will, the grass cattle coming from the ranges. I can’t 
answer that question. JI would rather a range man answer it for you, 
because he knows that condition. 

Mr. Fueate. That is all, Mr. Chairman. 

The Cuarrman. Mr. McKinnon. 

Mr. McKinnon. These are your figures, are they? 

Mr. Watson. Yes, sir. 

Mr. McKinnon. You say these are 20 picked from the 300 that you 
studied? 

Mr. Watson. Well, just a minute, now. If you will take the first 
sheet, there are 20 operations covering 1,742 cattle. 

Mr. McKinnon. I notice in your preface that these 20 are picked 
from operations of 300 different feed-lot operations. 

Mr. Watson. That is right. The boys around Sioux City went out 
and handed out questionnaires, asking the men in that area to give 
them their figures, and they chose what they thought were 20 typical 
operations and they put them together. 

Mr. McKinnon. The thing that confuses me so much in listening 
to the witnesses testifying to the cattle operations, is that we have 
not yet been able to get typical figures, these figures vary, and every 
man who comes before us says, ‘“These are not exactly typical, but 
they are figures.” 

Mr. Warson. I understand your question, and I shall try to answer 
it. 

There are no two men that operate alike, but you try, out of an 
average of reports, to take operations that are the most typical for 
the region, and that is what these men did. 

Mr. McKinnon. Of course, you would agree with me that if you 
take 20 cases out of 300, that you could pick 20 cases to prove any 
point. 

Mr. Warson. I understand that. 

But these men, I am sure, were just and fair in trying to pick the 
average of conditions as it is possible to do. 

Mr. McKinnon. From these 20 men, I notice that in several 
instances we have a number on stock weight, 600, 800, 1,000, 700— 
isn’t it rather odd that most of these are even numbers? Do they 
weigh out on an even average on that? 

Mr. Watson. No, I wouldn’t expect them to. I couldn’t give you 
the answer to that question, exactly. 

Here is your average weight of cattle. As you say, I can’t tell 
you how they got to it. The last one is 782. Then 847. 

Mr. McKinnon. But there is such a predominance of even numbers. 

Mr. Watson. I would have to assume on that point that the 
farmer didn’t have the exact figure. 

Mr. McKinnon. Then the figures are not exact. 

Mr. Watson. I would have to assume that. 

Mr. McKinnon. They are not exact figures, then? 

Mr. Watson. That is right. 

Mr. McKinnon. That is all, Mr. Chairman. 

The Cuatrman. Thank you very much, Mr. Watson. 

Call the next witness. 

Mr. Hauuanan, J. C. Petersen, president of the National Lamb 
Feeders Association. 
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Bog CuarrMAN. I am going to ask Mr. Brown to preside for a 
while. 
Mr. Brown (presiding). Proceed, Mr. Petersen. 


STATEMENT OF J. C. PETERSEN, PRESIDENT OF THE NATIONAL 
LAMB FEEDERS ASSOCIATION 


Mr. Perersen. My name is J. C. Petersen. I live at Spencer, 
Iowa, and am president of the National Lamb Feeders Association. 
Our organization represents feeders in Washington, Idaho, Utah, 
Montana, Wyoming, Colorado, Texas, all the Great Plains States 
from Kansas to North Dakota, and all of the Corn Belt States from 
Nebraska to Ohio and New York. Through common endeavor and 
interest, we also are associated with the small sheep, wool and lam) 
producers of the Middle West and Southeastern States. 

I am also a member of the National Lamb Industry Committee, 
representing the feeder segment of that committee. Feeders annually 
take the supply of western range lambs not in slaughter flesh, feed 
and fatten them and market them through the fall, winter, and spring 
or in order to insure the supply of slaughter lambs the year 
round. 

The average feeder buys and fattens and prepares for slaughter 
about 150 head. The average producer of the Unites States is a 
small farmer owning an average of 86 breeding ewes to the flock. | 
doubt that within your deliberations you will find a more perfect 
example of the false belief that price controls cure inflation than the 
illustration provided by the sheep and lamb industry. 

Our industry can be pointed to as a glaring example of the fallacies 
and inequities inherent in price-control methods. Ceiling prices were 
issued on wool 2 days after Pearl Harbor in 1941 at 40 cents and all 
during World War II the price remained stationary below the cost of 
production. Lamb ceilings were placed in August 1942 at $24.50 
per hundredweight for Good, 26.50 for Choice. These are dressed- 
carcass prices, also below cost of production and no relief was given 
until the stopgap subsidy of 1945. 

During this period of price control the greatest liquidation of 
numbers of sheep occurred in the history of the United States. In 
1942 we had 50 million breeding ewes. By January 1, 1949, because 
of improper price regulations we had slaughtered 22 million breeding 
ewes and the numbers on hand January 1, 1950, dropped to the lowest 
period since 1880, totaling 27 million head. 

This slaughter of 22 million breeding ewes because cost of production 
was not recognized by the OPA is the best example of what happens 
under price control of agricultural livestock commodities. The 
slaughter of breeding ewes which for 20 years previous to OPA aver- 
aged 6 percent to the total slaughter, arose to 20 percent during 
OPA. The consumer suffered because of this reduction in supply. 

In 1942, we slaughtered 25 million lambs but in 1950 only 13 million 
were available for consumption. Following the conclusion of World 
War II and the demise of OPA over 500 million pounds of wool which 
was the stockpile accumulated during the war from foreign and domes- 
tic sources hung as a threat over our market. Even as late as March 
1948, 250 million pounds of wool were still being held by the Com- 
modity Credit Corporation. 
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The United States Tariff Commission has provided information 
relative to the cost of production in western range States. These 
figures showing loss to producers in 7 years of the last 10 are attached 
in appendix A. When production dropped in western range States 
our feeder farmers were unable to buy lambs and convert feed avail- 
able into meats. This industry is not decadent. For the past 10 
years we have lived within the threat of Government roll-backs, 
ceilings below cost of production levels and a Government stockpile 
of wool which resulted in a stagnant market. 

Coincident with the conflict in Korea came the startling realization 
that liquidation in this important industry had gone too far. The 
Armed Forces procurement services realized that mcreased domestic 
production was not only desirable but a strategic necessity. 

The submarine may patrol the sea disrupting our wool imports but 
no submarine can disturb our domestic production. The Department 
of Agriculture has estimated that the feed reserves and types of feed 
available for sheep which is mostly roughage should result in a desired 
increase of domestic sheep production to 38 million head. The in- 
crease in stock sheep on farms, lambs on feed, federally inspected 
slaughter and wool production is attached in appendix B. 

e have only oF) about 1% years uncontrolled production in this 
country. For the first time, producers and feeders are able to note 
the free law of supply and demand on their product. Because of this, 
prices have advanced sharply both in wool and lamb. 

Growers and feeders have become aware of the necessity of wool 
for strategic military purposes and the need for consumers of heavy 
production of meat. 

The Department of Agriculture estimated that on January 1, 1951, 
that there had been an increase of 1 million head. For the current 
year, if we are kept free from controls the estimate ranges as high as 
an additional 2 million heads increase. With a price incentive pro- 
ducers are increasing production. 

During the period when ewe lambs are being saved for productive 
breeding purposes the supply of slaughter lambs decreased and that 
is why it is so important for this committee and Congress to determine 
its approach to livestock and meat problems on a long-time basis and 
not day to day. During the period when ewe lambs, heifer calves, 
and gilts are being saved the supply of meat might temporarily be 
reduced but if livestock producers have confidence that the price of 
their products will not be rolled back to a point below cost of production 
levels and when the proper incentive is given without Government 
regulation and control they can increase the number of livestock 
available for slaughter. 

We can note now a tremendous revitalization of the domestic sheep 
industry. In the western range States all of the available whiteface 
ewe lambs and yearling ewes were kept last fall for breeding purposes. 
The Middle West and the Southeastern States took a tremendous 
supply of blackface ewe lambs from western range States and have 
placed them in production. 

For the first time in history, Idaho and Oregon growers are marking 
their blackface ewe lambs in order that they can be sorted off and sold 
to the trade for breeding purposes. These are especially desirable 
because they will produce lambs in the first year’s breeding program. 
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Sheep and lambs are highly desirable in the livestock program of 
the United States at the present time as they can conserve ef grains. 
Ninety-five percent of the feed fed to lambs annually is roughage in 
one form or another. 

We can through approved feeding practices convert beet tops, beet 
pulp, alfalfa hay, wheat pastures, corn silage and Middle West 
pastures into meat. We subscribe to a full production program and 
our feeders should not have the chilling effect of Government price 
regulations hampering their efforts to produce. There should be no 
restrictions on lamb weights and we can increase the amount of pounds 
of lamb per capita over normal practices by making our lambs heavier 
in weight yielding an additional 60 million pounds annually. 

Through control of parasites, elimination of feed-lot diseases, en- 
couragement of research and experimentation, we should have the 
opportunity to increase production, which is the American way. 

It is true that feeders made money last year and it came about 
through the increase in the value of inventory during the feeding 
period. What determines our costs of operation are feed and labor. 

Attached as appendix C are the cost records on the feeding of 
lambs at Iowa State College during 1949, 1950, and 1951. The col- 
lege however does not include labor costs nor charges for management 
and interest on the money invested. There has been a great deal of 
discussion about feeding costs. Of necessity they are continually 
changing depending on current conditions. 

Attached to this record as appendix D is a summary of the cost of 
feeding California lambs in the Corn Belt which would show a current 
loss of $2.41 per hundredweight and the cost of feeding Texas wethers 
which also would show a loss under present feeding costs. At the 
present time the sheep and lamb industry is operating under the recent 
roll-back order on wool CPR 35 and the general price freeze order of 
December 19, 1950, to January 25, 1951, on meat. 

The roll-back on wool clean basis totaled approximately 40 cents 
per pound or 20 cents per pound in grease below the high time reached 
last winter when our Government was buying wool in Australia and 
foreign countries. 

We are absolutely opposed to ceiling prices on wool unless world 
prices are controlled because OPA price policies during World War I] 
forced the reduction of our domestic prices to where we had to be de- 
pendent upon foreign supply and as a result we are now paying 
through the nose for the unwise policy of not allowing domestic pro- 
ducers cost of production during World War II. 

In the administration bill for extension of wage and price control, 
a request is made for an appropriation to be used to pay ‘differential 
subsidies.’’ This is another threat to the producer of domestic sheep 
and cattle and will discourage him more than ever. It is proposed 
that a Government agency would have money appropriated in order 
to buy foreign hides and foreign sheepskins at a high price in foreign 
countries and sell them to tanners in this country at a loss, thereby 
paying in effect a subsidy to foreign growers of cattle and sheep with 
money raised from the United States taxpayers. 

The ceiling price on domestic hides runs from 29 to 32 cents whereas 
the foreign price today is 50 cents per pound. When Mr. DiSalle 
was asked the question on which commodities he expected to apply 
them, he answered ‘Along with others, wool.” Are we to assume 
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that the American wool producer is not entitled to a price equal to 
the foreign market when the reduction in domestic numbers came 
about through OPA price policies in the last war causing a 45 percent 
liquidation of breeding stock in this country. 

Prices of meat are at present levels—not because of a lag in produc- 
tion—but because of record high incomes and spending of consumers. 

According to the Department of Commerce personal income in 
March was at the record high annual rate of 242% billion dollars. 

This reflects an increase of $1,200,000,000 over the previous high 
of February and $23,200,000,000 over March 1950. The Department 
reported the rise resulted from continued increase in wages and salaries. 

It certainly must be evident now that you can’t hold the line or roll 
back prices on livestock on one hand and allow incomes to advance 
on the other. 

In conclusion, our organization respectfully calls to your attention 
the fact that price controls during World War II caused excessive 
liquidation of sheep and lamb numbers from 50 million to 27 million. 
The alternative is a strong virile livestock production program de- 
signed to gain the confidence and support of farmers throughout the 
United States. Coupled with a sound Government monetary and 
fiscal program planned to control inflation the sheep and lamb in- 
dustry can be depended on to do its share in the defense mobilization 
effort. 

Mr. Chairman, the appendixes are attached. 

Mr. Brown. Your entire statement will be incorporated in the 
record and the appendixes at the end of your testimony. 

Mr. Fugate, you are recognized for 5 minutes. 

Mr. Fueats. No questions. 

Mr. Brown. Mr. Buffett. 

Mr. Burrerr. I notice on page 3 of your analysis, that you say 
increased production is the answer. 

Mr. Perersen. Yes, sir. 

Mr. Burretr. Have you found any satisfactory substitute for the 
natural law of supply and demand in the securing of increased pro- 
duction? 

Mr. Prerrersen. No, sir. I think the record in the sheep and lamb 
industry, as to numbers produced, answers the question. 

Mr. Burrert. I think so too. 

At this time, Mr. Petersen, there is no effective restraint on the 
issuance of paper money and bonds, in the financing of a huge govern- 
mental spending program. 

Is there any way that you know of where you could raise enough 
lambs and sheep to supply the unlimited demand for lamb chops and 
other delicacies? 

Mr. Perersen. No sir; we think our answer is production. 

Mr. Burretr. The production of lambs and sheep went down in 
World War II to about half of normal, did it not? 

Mr. Prtrrersen. Yes, sir; 45 percent, to be exact. 

Mr. Burrerr. Forty-five percent under normal? 

Mr. Petersen. Yes, sir. 

Mr. Burretr. Was that a natural phenomenon or was that caused 
by price fixing? 

Mr. Petersen. The records will show, from the prices paid, that 
it was the result of OPA price policies. 
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Mr. Burrget. Some of us think that there has to be an effective 
restraint on public spending if you are going to restrain rising prices. 

Mr. Johnston, answering Senator Taft yesterday or the day before, 
said that they thought they could hold the wage raise to about 10 
percent a year. 

Do you think we can keep prices from going up on lamb, if wages 
go up roughly 10 percent a year? 

Mr. Perersen. No sir. 

Mr. Burrerr. You don’t think we would get production, then? 

Mr. Perersen. No sir. 

Mr. Burrerr. Thank you. 

The CuatrmMan. Mr. McKinnon. 

Mr. McKinnon. Mr. Petersen, in your comments about the fact 
that OPA or the price regulations of OPA forced the high liquidation 
of the sheep population—when did meat prices go up after OPA days? 

Mr. Prerersen In the fall of 1946. 

Mr. McKinnon. You were under controls from about 1942 to 1946? 

Mr. Petersen. Yes, sir. 

Mr. McKinnon. According to the figures I have here from the 
Department of Agriculture, you went into 1942 with about 49,346,000 
head of sheep. 

Mr. Prrersen. Yes, sir. 

Mr. McKinnon. At the end of 1946 you had 35,599,000? 

Mr. Petersen. Yes, sir. 

Mr. McKinnon. So you had a decline, between 1942 and 1946, 
under OPA, of 28 percent? 

Mr. PETERSEN. Yes, sir. 

Mr. McKinnon. The year 1947 shows 32,000,000. And by 1950 
you were down to 27,000,000? 

Mr. Prerersen. Yes, sir. 

Mr. McKinnon. So that you had a decline between 1947 and 1950, 
of 24 percent? 

Mr. Petersen. Yes, sir. 

Mr. McKinnon. That was not under the OPA? 

Mr. Prerersen. No, sir, Mr. Congressman. The answer is pro- 
vided by my statement on the bold-over of the stockpile of wool, 
which was originally stored by the United Kingdom in the United 
States, as a stockpile, and which eventually was used in the mills of 
the United States. 

But the stockpile of wool, you see, that was held over, following the 
war, which held down the price of wool, that surplus of wool which 
hung over the market is what caused it. Until that was consumed, 
we didn’t have an increasing production of sheep and lambs. 

Mr. McKinnon. Then the meat consideration was not the only 
consideration cutting down your supply of sheep? 

Mr. Perersen. No; it was both wool and meat, sir. 

Mr. McKinnon. Have you had any reduction in grazing land out 
in the national forest lands, during the last 10 or 12 years? 

Mr. Perersen. I am not a range operator and I am not familiar 
entirely with that. 

Mr. McKinnon. I understand there has been quite a change on 
grazing regulations and that your grazing land has been cut down, 
compared to 12 or 15 years ago. 
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go up, a million in the first year, 2 million the second year and so on. 
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Mr. Perersen. Sir, I am sure that the range men are on the 
program to testify in these hearings, and 

Mr. McKinnon. If those regulations had been changed to affect 
the sheep grazer, it would have an influence on the reduction in the 
population of sheep, would it not? 

Mr. Petersen. Well possibly to an extent. I think price is the 
factor which brings production. 

Mr. McKinnon. Price always is a tremendous factor in anything. 

Mr. Petersen. That is right. 

Mr. McKinnon. We are all concerned, and I know you are con- 
cerned too, about spiraling costs. We know that if the price of labor 
goes up, that the price of sheep has to go up, the price of cattle, the 
price of any commodity, which is based on labor has to reflect that 
increase in labor costs. 

We know too that if the sheep feeder has to pay more for feed that 
he is going to have to have that cost reflected if he is going to stay 
in business. 

Likewise we know that if the consumer is going to pay more for 
meat he is going to want more wages, and we get on that merry-go- 
round. Sooner or later that bubble is going to burst, and when that 
bursts, the sheep producer, or the cattle producer, is going to be caught 
with an inventory which is worth $1 a pound then and will be worth 
10 cents a pound the next month. That happened in 1930 or 1931. 
I don’t know whether you were in business at that time, but I know 
many producers did experience that. 

The more we can hold that spiral down, when that day of reckoning 
comes, the less trouble there is going to be, isn’t that true? 

Mr. Petersen. I am going to leave the solving of the problem, of 
the indirect or orthodox controls that you gentlemen were discussing 
here the other day, to those who are capable of it. I am talking of 
my experience in the sheep and lamb industry. 

Mr. McKinnon. lenvy you. But we do have to fall back on your 
experience, in these things, and it seems to me that from the figures 
we have here, as to the price of wool, and the price of sheep, and the 
decline of population in sheep and lambs, that there are other factors 
than just the price of meat and the price of wool. 

Mr. Petersen. Sir, may I answer your question right there? 

Mr. McKinnon. Yes. 

Mr. Petersen. The factors are definite and are shown in the record, 
that when the foreign stockpile of wool disappeared, production rose. 

I stated that as late as March, 1948 

Mr. McKinnon. The foreign wool disappeared when? 

Mr. Prerersen. Well, I said, “Even as late as March, 1948, 250,- 
000,000 pounds of wool were still being held by the Commodity Credit 
Corporation.” 

Mr. McKinnon. When was that used up, Mr. Petersen? 

Mr. Petersen. I think the same year. 

Mr. McKinnon. In the year 1948? 

Mr. Perersen. Yes, sir. 

Mr. McKinnon. So that by 1949 you had the wool surplus out of 
the way? 

Mr. Perersen. Yes; and that is when our production began to 
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Mr. McKinnon. How long does it take, with sheep, before you 
increase population? 

Mr. Prerersen. It takes from 18 months to 24 years, to put lambs 
on the market, depending on whether they are produced in the western 
range States or in the genuine spring lamb area, such as Kentucky. 

Mr. McKinnon. Do you have any figures for 1951? 

Mr. Perersen. No. 

Mr. McKinnon. You don’t? 

Mr. Perersen. No. 

Mr. McKinnon. It is too early to say? 

Mr. Prerersen. That is right. 

Mr. McKinnon. Let me point this out to you, Mr. Petersen: If 
your foreign wool disappeared in 1948, and then you were back out 
from under the effect of controls—in other words, your wool contro! 
and meat control had both disappeared by that time, and the effects 
had vanished—still in 1949 your sheep production figures have gone 
down, in 1950 they have continued to go down. 

Mr. Prererson. No; they went up a million head. 

Mr. McKinnon. In 1948 you had 29,976,000 and then, at that 
time, your controls had vanished and the effect of your controls had 
vanished. 

In 1949 your figures dropped from that figure to 27,600,000, and 
by 1950, to 27,000,000 even. 

Mr. Perersen. | think probably the answer there is that we are 
talking about stock sheep on farms January 1, which does not include 
the ewe lambs, which will be saved for production purposes. 

Mr. Brown. Mr. Cole is recognized. 

Mr. Coun. Mr. Petersen, what is the relation, to the producer of 
lambs, between wool and meat production? 

Mr. Perersen. It runs 60-40 in some States, and 40-60 in others, 
depending on the type of area in which they are produced. 

Some areas go for meat. Other areas go for wool. 

Mr. Cote. I notice that your statement is generally directed to- 
ward the production of wool, so far as your comments are concerned. 

Mr. Perersen. I didn’t mean to infer that, sir. 

Mr. Co xz. I got that inference. You are as completely interested 
in the production of meat as you are in the production of wool? 

Mr. Petersen. Yes, sir. 

Mr. Coxe. In answering Mr. McKinnon’s question with respect to 
the decrease in the number of lambs after the OPA, you mentioned 
the stockpiling of wool. 

That was the depressing effect, was it not? 

Mr. Petersen. Yes, sir. 

Mr. Coxe. And that took place upon the production of additional 
lambs in those years, irrespective of the meat production? 

Mr. Prerersen. Yes, sir. I might add there that when feeders 
can’t feed any more lambs than the western range men would produce, 
and I think it was the western range man who was caught in that low 
wool price at that time. 

Mr. Couz. The related importance between wool and meat is a 
considerably greater factor than it is between hides and meat in the 
cattle industry? 

Mr. Petersen. Yes, sir. That is illustrated by the fact that a fat 
beef steer will yield about 60 percent and a fat lamb about 50 percent. 
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Mr. Cote. Has the parity price been fixed upon the lamb meat? 

Mr. Petersen. Well, they quote a parity price, but it is just like 
many others. We don’t know how it can be correctly arrived at. 

Mr. Cote. Has there ever been a support price for lambs—not for 
the wool, but for the meat? 

Mr. Petersen. I think there has been for the wool, but not for the 
meat. 

Mr. Coxe. That is all. 

Mr. Brown. Mr. Deane, you are recognized for 5 minutes. 

Mr. Deane. I don’t have any questions. 

Mr. Brown. Mr. Wolcott. 

Mr. Wotcorrt. I pass. 

Mr. Brown. Mr. McDonough. 

Mr. McDonoveu. No questions. 

Mr. Brown. We are very glad to have your testimony, Mr. Peter- 
sen. You may be excused. 

Mr. Petersen. Thank you, sir. 

(The following information was supplied by Mr. J. C. Petersen:) 


APPENDIX A 


Wool, sheep, and lambs: Reported or estimated income, cost, and profit or loss, for a 
number of ranches in a specified number of States, 1940-46 and 1948 


{Per head of sheep inspected] 
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Source: U. 8. Tariff Commission, University of Wyoming. 

' Western South Dakota, Texas, and the far West (Montana, Wyoming, Colorado, New Mexico, Arizona, 
Nevada, Utah, Idaho, Washington, Oregon, and California). 

2 The foregoing States, exclusive of Washington. 

3 The foregoing States, exclusive of Washington, California, Arizona, and New Mexico. 

‘ The foregoing States exclusive of Washington and Arizona. 

5 End of estimated income, costs, and profits by U. 8. Tariff Commission. 

* University of Wyoming, cost studies for that western area. 
, y one high, receipts low in 1949 due to severe blizzard, larger feed bills, low lamb crop (70 percent), and 
aea Oss. 

* About 1 million head increase in stock sheep no doubt because of profit position. 
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ApPpENDIX B 
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1949 financial, shipping, and slaughter record of the lambs at Ames 


{Lambs fed 84 days and appraised Jan. 21, 1949. 48 lambs in each lot when feeding began. Cost of all 
lambs and feed eaten by lambs which died was charged] 





Lot No. and designation 





; III; sul- | IV; sul- | V; bac- 
I; check | IT; check for F Ba Serta 





Number of living lambs Jan. 21 47 45 
Feed cost of 100 pounds gain ! $16. 05 3 $19. 31 
Initial cost of lambs at Ames per hundred-| $24. 60 : $24. 60 
Necessary selling price per hundred at 
Ames to pay for lambs and feed $21. 94 y $23. 18 

— price per hundred at Des Moines, 
$24. 25 L $24, 25 

Selling price per hundred at Ames, based 
actual shrink of halfthe lots plustrucking-| $23.80 $23. 67 
Margin or loss per lamb over feed costs-_-- $1. 91 - $0. 50 
Cold dressed yield based on Des Moines 
weight, percent ? 49.7 50. 0 

Grades, carcass: ? 

i 47 45 


0 0 























1 Feed prices charged: Shelled corn, $1.25 per bushel; flour sulfur, $0.03 per pound; soda, $0.035 per pound; 
other feeds, ton basis: Hay, $25; linseed meal, $90; mineral mixture, $80; block salt, $20. 
2? Lambs from 3 lots slaughtered by Iowa Packing Co. on Jan. 21. 


Nore.—Inasmuch as the differences in feed consumption and gains of the living lambs were slight, the 
differences in costs and margins are due to death losses. 
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Financial shipping and slaughter record of the lambs; lambs fed 89 days and graded 
and sold on Jan. 9, 1950; 48 lambs in each lot when feeding began; cost of all 
lambs and feed eaten by all lambs was charged 





Lot No. and designation 





Il; IIT; IV; V; very 
medium | heavy heavy heavy 
corm corn corn corn 





Number of lambs marketed 45 45 46 48 
Feed cost of 100 pounds gain!____________- 5 $21. 71 $21. 02 $18. 83 $15. 48 
Initial cost of lambs per hundred at Ames. ‘ $23. 85 $23. 85 $23. 85 $23. 85 
Necessary selling price per hundred at 
Ames to pay for lambs and feed . 26 $23. 24 $23. 11 $22. 42 $21.12 
Selling price per hundred at Des Moines. - 3 $23. 00 $23. 30 $23, 44 $22. 81 
Selling price per hundred at Ames 22. $22. 43 $22. 80 $22. 76 $22. 61 
Margin or loss per lamb 4 —$0.85 | —$0.32 $0. 35 $1. 
Cold dressed yield based on Des Moines 
49.5 49.8 50. 2 51.1 


9 9 
31 ) d 39 
0 
0 
0 
0 


! Feed prices charged: Ground shelled corn, $1.20 per bushel; other feeds ton basis: Alfalfa meal, $50; 
linseed meal, $80; chopped hay, $25; minerals, $70; salt, $20. 

2 All lambs with the exception of those in lot I were trucked to Des Moines on Jan. 9 and slaughtered on 
Jan. 10 by the Iowa Packing Co. 

3 Estimated. 























1951 financial, shipping, and slaughter record of the lambs; lambs fed until well 
finished; 20 lambs in each lot 





Lot number, lot designation, and date sold 





II; corn, | ITI; corn, | IV; corn, | V; corn, | VI; corn, 
40 per- 50 per- 70 per- 80 per- 
cent; 3 , cent; cent; 
Jan. 11, 3 4 Dee. 18, | Dec. 18, 
1951 1950 1950 








Feed cost 100 pounds gain ! : $15. 91 
Initial cost per hundredweight-__---..-.-- 0 A 27.70 
Necessary selling price per hundred- 

weight, Ames, to pay for lambs and feed. s 24. 23 
Selling price per hundredweight at Des 

Moines . i 32. 00 
Selling price per hundredweight at Ames. » . " 31. 64 
Margin per lamb 4 . 8. 01 





Series II, lot number 





Vil Vill x xI XII 





Feed cost 100 pounds gain ! $20. 01 $19. 09 $17. 52 $18. 56 $18. 86 
Initial cost per hundredwieght 27.70 27.70 27.70 27.70 7.70 
Necessary selling price per hundred- 

weight, Ames, to pay for lambs and feed- 25. 85 25. 48 24. 94 25. 72 25. 74 


Geli price per hundredweight at Des 
Moines 34. 00 34.00 . 32. 00 31.00 30. 25 
Selling price per hundredweight at Ames.| 33. 31 33, 34 ’ 31.75 30.77 30. 15 


r 
Margin per lamb 7. 64 8. 25 5. 02 4.32 




















! The feed prices charged were: Shelled corn, $1.45 per bushel; trace mineral premix, $6 per hundred weight 
other feed ton basis: Chopped hay, $20; soybean oil meal, $80; limestone, $11; bone meal, $85; trace minera 
premix, $120; salt, $30. 
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ApPpENDIx D 


nn average 85 pounds at $37 per hundred delivered__-----_-_--_- $7, 862. 50 
eed: 
Corn, 500 bushels at.$1.60___._...___._-------------- $800. 00 
Alfalfa hay, 22,500 pounds at $20 per ton______._....-. 450. 00 
Supplement, 3,000 pounds at $3.50 per hundred _- -- --- 105. 00 
SOMNUIE. crieard ehes  aiic | cutboaird -..da~.-<seses sce. 1, 355. 00 
Other expenses: 
ep geteepigh Pagrgs tot emerigna Fe peered pies = $225. 00 
Use of equipment__-_------ ~~ - Bons na dedae cm cee 
Building depreciation - - - - -_- - - - Re oh RO RRO aaa 20. 00 
WGC a ee 75. 00 
Interest for 60 days pe ee fe be _.. 78.62 
Freight and selling expenses - -- - - - Bee _ 3893. 75 
Subtotal... 22. AE os Clie Dracaiadabsladt 817. 37 
co BARD SIS pis te Meant es Hace CRG Leer ‘ ...---- 10, 034. 87 


Lambs gained one-third pound per ied per day for ¢ 60 : ae with 3 percent 
death loss. Total selling weight, 25,460 pounds. 





Cost of fat lambs delivered to Chicago - -- -- - -- i dics hohe seach in to-cnsacsetal _ $39. 41 

Chicago top spring lambs, May 14, 1951____- a ce: oe a ee 

Leen Det BUDRIEE POUNCE. . ooo i oe seas a, Grek RS 2. 41 

Total toes On GAMIGAGS) 2 Soc Pec Sie eet A et Sa ‘58 

Cost or Freepinc Texas WETHERS 

250 Texas wethers (70-pound), 17,500 pounds at 28 cents_____-_-_- $4, 900. 00 
Corn: 2 pounds per day, 120 days at $1.56 per bushel. $1, 670. 00 
NB He Seda e eine acu w es scene eweeureny 200. 00 
Supplement and mineral. .................----.--- 210. 00 
RRS IS RE SRS Pea la are e peepee ey 75. 00 
Depreciation on equipment ----_-..-_-------------- 45. 00 
Labor: 3 hours per day at $1.25 per hour__-_-_------- 445. 00 
Interest: 5 percent, 120 days_____---_------- nage a 81. 67 
Freight and selling expense ---_--._--.------------- 262. 50 

Pome eee Ses semis tO eel oR BOR peSEEN ET «(EF ! 2, 989. 17 

BRR orn ee re ee ere oo hag re ie 7, 889. 17 


Lambs weighed a total of 23,750 pounds with a death loss of 712 pounds; net 
selling weight, 23,038 pounds. 
23,038 pounds at 28 cents, Chicago basis, equals $6,450.54, loss___- -- $1, 438. 63 
23, 038 pounds at 32 cents, Chicago basis, equals $7, 372. 16, loss____-. 517. 01 


Mr. Brown. Call the next witness. 
Mr. Hatuanan. Mr. Henry J. Kruse, president, Seattle Packing 
Co., on behalf of the Western States Meat Packers Association, Inc. 


Mr. Brown. You may proceed. 
Mr. Kruse. Mr. Chairman, I understand I may read my statement 


and then answer questions. 
Mr. Brown. That is correct. You may proceed. 


STATEMENT OF HENRY J. KRUSE, PRESIDENT, SEATTLE PACKING 
CO., ON BEHALF OF THE WESTERN STATES MEAT PACKERS 
ASSOCIATION, INC. 


Mr. Krusr. My name is Henry J. Kruse, president of the Seattle 
Packing Co., and a director of the Western States Meat Packers 


Association, Inc. 





a ee 
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The members of our association are independent meat packers. 
There are about 350 companies in the association. 

We appreciate this opportunity to appear before you to state our 
belief that price and wage controls are ineffectual, unworkable, and 
contrary to the interest of the people, and that title IV containing the 
authority for price, wage, and rationing controls should be deleted 
from the Defense Production Act of 1950. 

The stated purpose of the Defense Production Act is to achieve 
all-out production of goods and to check inflation. With respect to 
the livestock and meat industry it has been demonstrated that price 
controls reduce production instead of increasing it and do nothing 
toward remedying the real cause of inflation. 


MEAT SUPPLY HAS BEEN INCREASING 


The meat price situation is not as critical as it has been made to 
appear. There is no shortage of meat; 1951 production will set a 
new peacetime high. 

Consumption during the 5 years before the war, 1935 through 
1939, averaged 126 pounds per person. According to the Depart- 
ment of Agriculture consumption was at the rate of 145 pounds in 
1950 and is expected to be 148 pounds in 1951. 

Livestock production in 1950 increased at a faster rate than in 
any year in our history. Farms and feed lots are loaded with cattle. 
Total United States cattle population on January 1, 1951, was 5 per- 
cent higher than in 1950 which is close to an all-time peak. Beef 
cow numbers on farms and ranches were up 10 percent. The in- 
crease in beef prices has been the effective incentive to increase the 
cattle supply by permitting the marginal producer who has higher 
costs to operate. 

Hog supplies are also large and increasing, making a big pork 
supply available. About 40.7 million pigs were saved last autumn, 
9 percent more than in the autumn of 1949. These pigs are coming 
to market now and in most cases they are heavier than last year’s 
pigs, further adding to the pork supply and accounting for the com- 
parative lower prices for pork. The cattle population cannot be 
increased as rapidly but unless stopped by price controls cattle 
0 will be increased to the extent that beef prices can also be 
reduced. 

The law of demand and supply has also resulted in a substantial 
increase in chickens, fish, turkeys, milk, and cheese. Eggs will be 
at least as plentiful as a year ago. These meat substitutes will ease 
the demand for meat. 

A very important factor in the present level of cattle prices is the 
fact that ranchers and farmers have for 2 years been holding back 
cows, heifers, and heifer calves for breeding purposes and have held 
steer calves and yearlings to heavier weights. This of course results 
in shorter supplies for immediate slaughter but in the end results in 
more production of beef. 

Experience during World War II indicates that we may expect under 
controls a reversal of this expansion of the breeding cattle population, 
which can only result in less production of meat. In other words 
OPS policies which might have the immediate effect of more and 
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cheaper meat could actually be the result of a determination by the 
majority of cattle raisers to liquidate breeding stock. 


PRICE CONTROLS CREATE MEAT SHORTAGE 


When Paul Porter was Administrator of OPA he said that the pur- 
pose of price controls was to keep the law of demand and supply from 
operating. If controls reduce or hold down meat prices in the face 
of rising income, consumers demand more meat than before and a 
scarcity occurs. 

On the other hand reduced ceilings on livestock means that farmers 
and feeders receive less compensation for their work and the incentive 
to produce more animals and more meat is reduced. Fear or arbi- 
trary action on the part of Government always throws a damper in 
farmers’ plans for growing and feeding livestock. ‘The controls 
therefore encourage consumption on the one hand and discourage 
production on the other. 

Our industry does not believe that full production can be achieved 
if controls stay in effect. The industry is so complex that man-made 
controls cannot do the job. OPS has an impossible job. 


PRICE CONTROLS DISRUPT MEAT DISTRIBUTION 


One thing that is obvious to the meat packer, and to the consumer 
also, is that rationing and price controls cannot succeed in getting 
good distribution of meat and meat products to retail stores. In the 
absence of controls, however, that job is splendidly and automatically 
handled by industry. 

One of the great accomplishments of the meat industry is its ability 
to put fresh meat in all the butcher shops in the Nation and keep 
those shops constantly supplied. With no controls in effect you can 
walk into any butcher shop and make your purchases from a variety 
of freshly received cuts. -If the industry is allowed to operate after 
June 30 unhampered by controls there will be meat available in all 
the stores with grades and cuts for every pocketbook. 

The industry’s experience with price controls impells us to declare 
in the interest of the American people that controls must be discarded 
now as unnecessary and unworkable. If they are not discarded there 
will be black markets, disregard for law, unsanitary practices, waste 
of meat and valuable byproducts, and maldistribution of meat to 
consumers. 

As soon as price controls start reducing the supply of meat, the 
functioning of the industry’s efficient distribution system begins to 
fail. The first effect is a decrease in supplies available in those areas 
most distant from the important areas of livestock production, such 
as Washington and New York. Consumers in these cities will be 
among the first to stand in line and see the empty meat cases. 

Severe meat shortages occurred during World War II. While the 
shortage was general some areas were destitute for the reason that 
necessary additional costs, such as transportation, tended to prevent 
the flow from areas of production to deficit areas. Fixed prices do 
not allow for these variable costs. Conditions are ever changing. 
Some areas are in an export position at one season and import at 
another. Some areas import feeder cattle and export fat. Other 
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areas import fat cattle and export feeders. Again, in the field of 
distribution as in the field of price the free play of economic forces 
make the necessary adjustments far more equitably for all concerned 
than could ever be done by edict. 

Price controls make meat rationing inevitable. 

As soon as the supply of meat becomes critically scarce, as it will 
do if price-control regulations remain in effect, the necessity for 
rationing will follow. Five years ago housewives threw away their 
ration books with the sincere hope that they would never have to be 
used again. 

The certainty that ceiling prices will lead to rationing is pointed out 
in the May 12 issue of Business Week in the following example: 

Suppose a butcher can get or make just 500 pounds of hamburger 
a week, which he can sell at 69 cents a pound. He sells out by Satur- 
day night. The roll-back will lower the price to 57 cents. At that 
price he will sell out before Saturday night. Those left without 
hamburger will insist upon rationing. Many OPS beef experts agree 
this is just what will happen. 

Full scale production and removal of controls eliminate the need 
for rationing. 

ONE CONTROL DEMANDS ANOTHER 


As long as price controls are in effect the administration will have 
to constantly ask for additional power to bolster up its failing program. 
We have seen how price controls will soon make rationing necessary. 
Scores of complicated amendments, rules, orders, decrees, interpre- 
tations, and declarations will pour out from OPS. Greater enforce- 
ment power will be needed and finally an army of policemen and other 


OPS personnel greatly exceeding the 60,000 employees of the OPA 
will be demanded. 

Included in the request for extension of the act are a number of 
amendments one of which empowers the President to apply subsidy 
payments as he deems necessary. Subsidy payments are a fraud in 
that the buyer does not know what the price of a product really is 
and must in the end pay more in taxation than is saved by controlled 
prices. In addition they tend to obscure the real factors of demand 
and supply, leading to distortions and shortages. 

During OPA a slaughterer of beef had to be familiar with over a 
hundred regulations. 

Price controls treat symptoms but don’t alter causes of high prices. 

Last month the former Economic Stabilizer, Dr. Alan Valentine, 
stated that the price and wage controls as administrated now are a 
“futile, expensive, and even tragic venture.’ He said that the general 
freeze of prices was never intended to be more than a stopgap measure 
and a sop to public pressure. He said further that ‘production is 
essential to the defeat of inflation and the short-term value of price 
control may already be more than offset by its impairment of produc- 
tion and production incentives.” 

He said that most Americans make a mistake in thinking of price 
controls as a primary weapons against inflation but that this was 
natural since the Government has done little to educate the public 
to the contrary. 

Some people feel a certain sense of security in price controls. They 
erroneously believe that price controls can stop inflation. This false 
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sense of security in price controls may prevent the taking of positive 
steps to correct the real causes of inflation. 

rice controls are like a narcotic that may give you a little lift 
but after it is over you will be worse than before. 


LAW OF DEMAND AND SUPPLY IS BEST PRICE REGULATOR 


Regardless of man-made controls, the forces of demand and supply 
will continue in effect and all inequities will be corrected by the black 
market. Many countries throughout history have tried to control 
prices and ration supplies, but every attempt resulted in failure. We 
believe that we can out-produce our enemies, but we doubt the wisdom 
of trying to out-control them. 

In a Sigs economy during a time of increasing demand and rising 
prices, marginal producers with higher than average costs of produc- 
tion are automatically encouraged to produce. When production 
has increased until it qeuals demand, competitive forces automati- 
cally check this marginal producer and balance is maintained. It is 
an utter impossibility for an administrator to anticipate all of the 
factors in our complex system and substitute arbitrary orders which 
will function. 

Because livestock prices cannot be fixed at all until slaughter 
results are known, the very nature of controls is such that the black- 
market buyer is not recognizable by the price he pays for livestock. 

Probably by far the greatest amount of violation occurs in the 
twilight zone or “gray”? market. Complete enforcement of com- 
plicated price controls is an impossibility. 

Meat is perishable and impossible to define accurately in terms of 


yrade, fat, tenderness, trim, content of bone, and so forth. These 
are just as important as the price in determining what the consumer 
gets for his money. Constant supervision at every point of sale is 
necessary to insure compliance. 

We should not place the livestock man, the slaughterer, or the meat 
dealer in the position of going “gray” or going out of business. 


HIGH PRODUCTION AND SOUND MONEY IS NECESSARY 


The livestock and meat industry in order to help meet the national! 
emergency by making as much meat available as possible began sev- 
eral months ago to develop an effective program to increase livestock 
and meat production. Nineteen agricultural groups including the 
leading farm and livestock organizations with the assistance of the 
Doane Agricultural Service of St. Louis has launched a comprehensive 
program which embraces every possible means of getting more meat. 

Meat available this year is estimated at 148 pounds per capita or 3 
pounds more than in 1950. The industry’s production program if un- 
hampered by controls, may very well increase per capita consumption 
in the next few years to 160 to 170 pounds. 

This plan entitled ‘A Common Sense Meat Program’’ calls upon 
farmers to increase production of feed grains and livestock producers 
to boost animal numbers. It covers such goals as grassland improve- 
ment and better use of pastures, efficiency in feeding, reduction of 
death losses and a host of other ways to increase output. 
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The industry’s program also calls on Congress and the administra- 
tion to attack the causes of inflation through adoption of sound mone- 
tary and fiscal policies. 

You cannot have cheap meat and cheap dollars. We are convinced 
that the solution to the inflation problem is to restore the value to the 
dollar and not to concern ourselves with techniques such as price 
controls which are not even designed to deal with the problem. 

We should make sure that we handle the national debt in a way not 
to increase the money supply. And we must cut Federal expenditure. 
We are going to support the Congress in cutting Federal expenditures. 

This positive program calls for making sure we get on a pay-as-you- 
go tax basis and stay there, and that we also tighten credit and en- 
courage savings so that purchasing power can be in balance with the 
production that can be made. 

The program we support has no place for price or wage controls. 
It is designed to get at the causes of inflation. It is an affirmative 
and workabie program. Price controls deal with the symptoms, 
they do not deal with the causes. They do nothing to increase 
production. They are only able to decrease production. That is 
pe only effect. We do not think there is any painless way to control 
inflation. 

Our industry believes firmly in the American way of life through 
which this country has achieved its progress. Our system respects 
individual initiative and stimulates production and thrift. The other 
—_ prominent in the world today, relies on the state and makes 
the government master of the people. 

We have faith, as you do, in the American way and believe that 
the interests of our Nation will be served by guarding against en- 
croachments on human liberty which inevitably come with planned 
economy, and excessive Government controls. 

Mr. Brown. Mr. Wolcott. 

Mr. Wo corr. I will pass for the time being. 

Mr. Brown. Mr. Multer. 

Mr. Mutter. Mr. Kruse, what program did your industry advocate 
during World War II? 

Mr. Kruse. The program of production, which we have always 
advocated. 

Mr. Mutter. Of increased production? 

Mr. Kruse. What is production? 

Mr. Mutter. No, I say, of increased production? 

Mr. Kruse. Yes, sir. 

Mr. Mutrer. And you did increase production? 

Mr. Kruse. We did. 

Mr. Mutter. Tremendously? 

Mr. Kruse. I would say tremendously; yes, sir. 

Mr. Mutrer. Well, certainly to a very much greater extent than 
the production before World War II? 

Mr. Kruse. That is correct. 

Mr. Mutrer. You reached the peak of production in 1945. 

Mr. Kruse. We reached the peak of consumption. Folks consumed 
more. 

Mr. Mutrer. You couldn’t have a peak of consumption without a 
peak of production, 
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Mr. Kruse. Well, I would like to touch on production, Mr. Multer, 
if I ma 

First of all, I would like to premise what I say to you with this: 

My concern here is not one narrowed down to my industry. My 
concern is in connection with the larger one, just as yours is. 

We have spent a lot of time thinking about this over-all problem 
of inflation, and where we are going as a Nation and as a people, and 
your question here is certainly a tough one, and I appreciate very 
much your problem in dealing with this over-all problem of controls 
and I am perfectly honest when I say that we mean that controls 
are not good for us, and I would like to start on the premise that you 
and I are looking at the over-all, the interest of the workingman, the 
factory worker, ‘and the consumer, of which I am one. 

Mr. Mutrer. You see, there is a very great basic difference be- 
tween our philosophies of approach to this problem. 

You are coming in here and telling us you want no controls of any 
kind whatsoever, and you tell us the way out is to first control infla- 
tion by a sound dollar, and secondly to increase production. 

The fact of the matter is that our experience in World War II, with 
your industry, is that with increased production you gave us the 
highest prices we have ever had; thereafter, without controls you gave 
us increased production, again with the highest prices we have ever 
had, and the fact still remains if we had a gold dollar you wouldn’t 
sive us one pound more of meat for any less price. 

Mr. Kruse. Let me explain that to you. First, you said we are 
against all controls. 

We are not against all controls. We are in favor of real controls. 
We say that price control is a misnomer when it says it controls 
inflation. It does nothing about inflation. Inflation is caused by the 
demand for goods. 

Mr. Mutter. Well, what causes inflation? 

Mr. Kruse. Well, let me answer the question, please. 

Inflation is caused by the impact of war. We can’t fight this war 
and use goods to win a war, and have a high standard of living at the 
same time. We have to divert material, fiber, and goods to other 
purposes. That causes inflation. 

The answer to that is to produce more goods. We are trying to 
point out that our experience indicates to us that this will cause a 
decrease in production. 

During the last war, we had a terrific psychology in connection with 
Pearl Harbor that did do a tremendous job of getting people into 
production. 

Mr. Mutter. I know of no industry today that is doing more to 
destroy the psychology that we need in our American people, to bring 
about unity and a desire to go forward and win this war, and win this 
fight against communism, there is no industry I know of in the country 
today that is doing more to destroy the morale and the desire to co- 
operate and the psychology of the people to go forward, than your 
industry. And by your industry I mean the entire meat industry. 
Almost every last one of you who have come in here have come in with 
a threat of black markets and worse if we don’t go along with your 
desire of having no controls for your industry. 

Mr. Kruse. We are not making threats, Mr. Multer. We are 
simply statingZour viewpoint. And we tell you that when you say 
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price controls are controlling inflation, you are hiding behind something 
which is not so. They don’t control inflation. 

Inflation is there just the same. If you take a thermometer, and— 
and price is the thermometer of demand—if a patient has a fever and 
you put a thermometer in and the thermometer reads 105, when you 
change the gradations on the thermometer, it doesn’t reduce the fever. 

We say let the consumer know the facts, let them know what the 
demand is, let the producer know what the demand is and there will 
be a tendency to balance it. 

Mr. Mutter. Well now, sir, when a wage earner is making $1.46 
per hour, and that is what he has got with which to go to the butcher 
shop to buy some meat, how are you going to control his buying the 
meat? 

Mr. Kruse. He will control it himself better than we can control it 
by law. 

Mr. Mutter. How will he do it? 

Mr. Kruse. If the consumer knows what the real price is, they 
will know the facts about the case. 

If an arbitrary price is presented, which is not real in fact—during 
OPA we found that we had a ceiling price, which was posted as the 
price, but you couldn’t get the meat. 

Mr. Brown. Mr. Cole is recognized for 5 minutes. 

Mr. Cour. Mr. Kruse, in connection with your statement on page 
5, as to “the constant supervision at the point of sale is necessary to 
insure compliance,’’ I saw in the kitchen of a friend of mine the other 
day, a large roast which he had bought. It was quite a large piece 
of meat. 

Attached to the roast was a layer of bone. The layer of one, in 
size, was about 4 inches square. She said to the butcher, “I do not 
want to buy that bone. I just want to buy the roast.” 

He said to her, ‘Under the present situation, you must buy that 
bone.” 

She said, ‘At what price?” 

The butcher said, “You buy the bone at the same price that you 
buy the large chunk of roast.”’ 

And she did. 

Now, that is what you mean, is it not, when you say that when you 
fix the price on meat, unless you stand back of the butcher to deter- 
mine what he is going to give the consumer, that the consumer may 
be living in a fool’s paradise, when they say that they pay a ceiling 
price for meat. 

Mr. Kruse. Exactly, sir. Unless you can specify the item you 
get, there is no price. There are two sides to the thing. If you don’t 
get what you think you are getting, certainly you are being cheated 
by that much. 

Hamburger is a wonderful illustration. How can OPS set a stand- 
ard for hamburger? It is possible of dilution to any price, and I con- 
tend that the meat man, or the livestock man, is no less ethical, no 
less patriotic than other segments of our society. 

Mr. Cour. Well, of course, everybody knows that except those 
people politically interested. 

_ Mr. Kruss. I wanted to get that in, Mr. Cole, because by inference 
it has been indicated that they are less patriotic. 

Mr. Cour. Well, that is silly and everybody knows it. 

83473—51—pt. 224 
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One other thing at this point. I don’t know whether you saw the 
quotation attributed to Mr. Allan Valentine, formerly Economic 
Stabilizer. 

Mr. Valentine said, and I ask permission to put this quotation into 
the record—according to my recollection, Mr. Valentine said he did 
not approve of price control on meat. That also Paul Porter, a 
former Administrator, has said that he did not approve of price contro] 
on live animals. 

And Leon Henderson, a former Administrator of OPA, had not 
approved of price control on live animals. 

Do you recall that statement? 

Mr. Kruse. I certainly do. 

I would like to add to that that I don’t know of a single qualified 
person who knows the livestock industry who can see any way to 
put controls on meat that will be effective. 

Mr. Coxe. That is right, and anybody who begins to question the 
patriotism, sincerity, and honesty of the entire industry—and I say 
industry advisedly—the entire segment of the American people, the 
farmers, the cattlemen, and so forth, is just absolutely beyond any 
possibility of reason. 

Mr. Kruse. I would further like to say this so that it gets into the 
record. J was invited to come down to OPA and assist in the job of 
writing a beef regulation. Those folks over there, I consider them 
friends of mine, I am in sympathy with their problem; I have no 
criticism to offer about the kind of a job they have done, but it just 
simply cannot be done. It is as good as it can be, but the necessity 
becomes a patchwork of compromises. 

Mr. Coxe. May I interrupt there? 

Mr. Kruse. Yes, sir. 

Mr. Couz. The bureaucrats must be frustrated when they find a 
segment of the economy which cannot be controlled. I can well 
understand their frustration. 

Mr. Brown. Mr. Deane. 

Mr. Deane. Mr. Kruse, I was interested in your reference to the 
familiar hamburger. 

What was the price of the hamburger, as mentioned, in your letter 
from Business Week, in OPA days? 

Mr. Kruss. Oh, it was quite a bit less, Mr. Deane. I don’t 
remember the figure. 

Mr. Deane. How much? 

Mr. Kruse. I am sorry, I don’t remember that figure. 

Mr. Deane. Would you say it was considerably less than what it 
is today? 

Mr. Kruse. Yes, sir. 

Mr. Deane. Now, you say you are completely against price and 
wage controls. Then you say it is the responsibility of the Govern- 
ment to stabilize the dollar. 

How can the Government stabilize these factors: Meat jumps from 
$1 to $1.50. Wages, at the same time jump. The cost of nationa! 
defense jumps. 

Mr. Kruse. I believe that if people are allowed to have the real 
facts, that their judgment, their aggregate judgment, is better than 
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an individual judgment here in Washington can be about those things. 
I believe-—— 

Mr. Deane. Well now 

Mr. Kruse. Let me pursue it for just a moment. 

Mr. Deane. You have made a statement. I am asking you to 
reply directly to these questions, if you will. 

r. Kruse. Yes, sir. And your direct question is? State it 
again, please. 

Mr. Deane. The price of meat jumps from $1 to $1.50. Wages 
can’t compete with the $1.50 price. They are going to seek higher 
wages. 

ht. Krusr. You are compounding an argument with a question. 

Mr. Deane. No,I am not. I am asking you how can the Govern- 
ment come in and stabilize wages and prices? 

Mr. Kruse. I don’t believe in the Government doing it, directly. 

Again I state, as I did to Mr. Multer, I am for indirect controls, but 
not the direct controls that deal with the price. 

I believe that when the meat price gets too high on an item, that a 
consumer will leave it alone and will regulate it himself. 

The consumers in New York now claim they have reduced the price 
by 60 percent; isn’t that correct? 

My colleague from New York, Mr. Dollinger, here the other day 
asked a witness did he know how many people were able to buy meat 
in New York. The number was practically negligible. Yet, they 
want to buy meat. They would like meat once a day. 

Mr. Kruse. I think you can overgeneralize, and I think you can 
take these figures and twist them to prove a lot of things, but the fact 
is that the average consumption of meat is higher than it has been for 
several years. It is not as high as it was at the all-time peak. 

I think there are some things about the production of livestock—— 

Mr. Deane. You continue to make a statement. My time is run- 
ning out and I have a few more questions I would like to ask. 

Mr. Kruse. All right. 

Mr. Deane. Are you against rent control as prescribed in the bill? 

Mr. Kruse. Yes, sir; | am. 

Mr. Deane. The Defense Establishment, every official from the 
National Defense Establishment who appeared before this committee 
stated that in these critical defense areas there had to be a stabiliza- 
tion of rents. 

Mr. Kruse. Well, I am for—— 

Mr. Duane. Well, I got your reaction to it. 

Mr. Chairman, I requested, and Mr. Spence gave permission, 
to msert in the record the names of the Cattle Industry Ad- 
visory Committee who participated in OPS decisions on meat prices. 
_I will not take up the time of the committee now, but I would 
like this information to be inserted in the record following the 
testimony of the gentleman from Texas, Mr. Willoughby. 

Mr. Brown. It may be inserted. 

(The document referred to appears at p. 934.) 

Mr. Deane. I would like to make this observation as to this 
statement. This comes from the office of Mr. DiSalle. 

Mr. DiSalle was present at the meeting for much of this part of the discussion 


and explained to the group why he felt it was impossible to exclude the livestock 
and meat industry from any general program of price stabilization. 
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The remainder of the meeting was devoted to the question of reflected prices 
to livestock producers which would result from OPS’s forthcoming regulation 
on dressed meat. * A proposed draft of Ceiling Price Regulation 23, “Live Cattle,”’ 
was discussed in complete detail with this group for the purpose of obtaining 
any suggestions or modifications. Inasmuch as this regulation is applicable to 
slaughterers, and is a regulation which restricts the amount which slaughterers 
can pay for live cattle, the cattle advisory group was not too interested in the 
mechanies of the program. Their primary interest was in the level of reflected 
prices for cattle. Examples of the approximate level of the reflected prices, and 
the margin going to slaughterers were presented to the group. It was also 
indicated that the initial dollar-and-cents ceilings on dressed beef would reflect 
to cattle producers about the December—January base-period level of prices. 

In addition to this discussion with the Cattle Industry Advisory Committee, 
there were numerous informal discussions with producers and feeders over a long 
period of time. 

Mr. Brown. Mr. Deane, that may be inserted in the record. 

Mr. Deane. I am giving this out for the benefit of the gentlemen 
present and other interested in this. It appears to be that Mr. 
DiSalle and his office did not try to freeze out the opinions of the in- 
dustry in arriving at this decision. 

That is all, Mr. Chairman. 

Mr. Wotcorr. Mr. Chairman, may I propound a parliamentary 
inquiry? 

Speaking of inclusion of statements, about 2 weeks ago we were 
told by Mr. Wilson, that he would really make a study of the ways and 
means of controlling inflation. That a committee had been appointed. 

Now, I understand that that study has been completed, and that 
copies of that report have been made available, and my inquiry is as 
to whether it is available now to members of the committee, and 
whether it might be put in the record at this time. 

Mr. Brown. I am told by the clerk that the report has not been 
received yet, Mr. Wolcott. 

Mr. Wotcorr. Is there any information as to the status of the 
report? 

Mr. Brown. Mr. Clerk, do you have any information? 

Mr. Hatuanan. I understand it is to be issued in the very near 
future. I think within a few days. 

Mr. Wotcorr. My understanding was it would be available to us 
before these hearings would close. 

Mr. Brown. Let the clerk investigate the matter. 

Mr. Parman. Have we received any response from the Federal 
Reserve Board to the letter that was forwarded to them? 

Mr. Hatuanan. Not yet, sir. 

Mr. Parman. Will you make inquiry about that, Mr. Clerk? 

Mr. Hau.anan. Yes, sir. 

Mr. Brown. I recognize Mr. McDonough. 

Mr. McDonovueu. I gather from what you say, Mr. Kruse, that if 
these controls are applied, there will be less production. 

Mr. Kruse. Yes, sir. 

Mr. McDonoveu. Both on the range, in the feeder lots, and in the 
packing business. 

Mr. Kruse. Well, the packing business can necessarily only 
slaughter—it’s only one phase of the conversion of livestock to meat, 
and of course, I think a thing that is missed by many people who are 
not familiar with this thing, is this: 

The function of the packer, the slaughterer, and the processor, is 
to reflect the demand—the willingness of the consumer to pay into 
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the production area, and that production area is composed of many 
steps. It is not simple at all. But the important link, in the time 
of rapid expansion, is the marginal producer. 

I would like to take you right back to the cow. 

Mr. Willoughby touched on it. The cows themselves have marginal 
producing cows, overage cows, cows that are not quite up to their 
standard of quality. 

They are kept in production during a time of incentive. But when 
the incentive lessens, they begin to pare them out. It works auto- 
matically. And there isn’t any way you can control that. 

Mr. McDonoveu. In other words, you mean to say, both from 
the feeder lot 

Mr. Kruse. I am starting right back in the mountains, out here, 
where a man has cows. 

Mr. McDonovuaun. All the way through the business. 

Mr. Kruse. All the way down the line. 

Mr. McDonovau. It is a day-to-day business. 

Mr. Kruse. It certainly is. 

Mr. McDonovan. How long can you hold your material before 
you can release it to market? How long can you warehouse it? 

Mr. Kruss. After cattle get into the feed lot they are on the way, 
and there is very little can be done about changing that. 

They can only hold back cattle in the feed lot so long. When a 
steer gets fat he must go. 

But you must remember that a great part of our meat supply comes 
from the byproduct of the dairy industry, from the liquidation of 


worn-out breeding herds, from the calf crop, and from speculators, 
and dealers, innumerable, who take a bit of feed some place that might 
go to waste otherwise, buy some stock or cattle for a short period, put 


that weight on the animais, and move them along. 

There are two generally large phases of this industry. First, the 
breeding and production of animal units. 

The next, putting weight on those animals units. 

And there are many different kinds and combinations of various 
steps in this industry that make up this total of production, and you 
can’t write an order that brackets them off, or fits them all. If you 
write an order it becomes a strait-jacket and it squeezes somebody 
out. And when you eliminate the squeeze here, it hops up over here, 
and the result is that we get neither the animal numbers, nor the 
weight put on them, and I don’t know how we can do that by man- 
date. 

Mr. McDonovanu. If the price of meat goes up to the retailer, where 
does that increased cost, which causes the increase in price to the 
retailer, come from? Does it come from the feeder lot? From the 
range cattle? Or from the operations of the packing house? 

Mr. Kruse. When the price of meat to the retailer goes up, the 
packer goes out tomorrow, and bids a little more for livestock. 

That, in turn, makes a market which every cattle producer in the 
country watches. He keeps his finger on the pulse everyday. What 
man that has five cattle doesn’t read the market everyday and gage 
his operations accordingly, expand them or contract them, each day? 

One man guesses the one way, another man guesses the other way. 
The average guess is very much stronger than the concerted guess. 








1022 DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


When somebody down here in Washington issues a statement, that 
has an influence on the production of cattle. A single statement. A 
world event. A change in money values. Any changes. They all 
add up to something that makes this thermometer go up or down. 

It is related to production intentions, and production intentions in 
the cattle business spread over 3, 4, 5, or 6 years. 

Mr. McDonovenu. So that the packing house is at the mercy of the 
amount of cattle that are available to be furnished for slaughter? 

Mr. Kruse. If the cattle supplies are short, prices go up on cattle, 
the packer relates that into a meat price. He has a fixed, necessary, 
operating margin. He gets in squeezes during certain times of the 
year, it is true, but on the average, he must make a profit or he can’t 
stay in business. 

Mr. Brown. Mr. McKinnon. 

Mr. McKinnon. Mr. Kruse, is the Seattle Packing Co., of which 
you are president, an independent packing company? 

Mr. Kruse. Yes, sir. 

Mr. McKinnon. Are the Big Four, so-called, now engaged pretty 
largely in feed lots? 

Mr. Kruse. Not as much as the smaller independents are. 

Mr. McKinnon. But the packer is in the feed-lot business. 

Mr. Kruse. Yes, sir. I feed a lot of cattle. 

Mr. McKinnon. On the Big Four, and on the part of the packing 
industry, is it not actually true that the packer does more to control 
the price of cattle and beef than the producer does? 

Mr. Kruse. Absolutely not, the consumer does. 

Mr. McKinnon. Let’s get this straight. If you talk to cattlemen, 
they will tell you their prices are set by the packer. 

I have done an awful lot of talking to people in this business in the 
last 30 days. And nearly all of them tell you the Big Four control 
the whole industry. They even go out to the farmer, the cattle 
grower, and finance him. The packing industry, very often, gocs 
into the cow and calf business and finances a farmer in that operation. 

Mr. Kruse. Not to any large extent. A very small extent. 

Mr. McKinnon. Well, that is true down in Texas and out in the 
ranges to quite a degree. 

Mr. Krusg. I think that is a very, very minor part of the operation. 
They can’t finance cattle raising. Do you realize what it takes to 
finance a packing operation? 

Mr. McKinnon. Just a moment. Don’t make a speech now. 
Let’s just keep to questions and answers. 

Mr. Kruse. I don’t want you to use your 5 minutes to make the 
agen’: I want you to cle me the questions. 

{r. McKinnon. I will ask you the questions. I will use my 5 
minutes as I desire. 

Mr. Kruse. All right, sir. 

Mr. McKinnon. It is pretty evident that from what the cattle 
industry has testified here, that when a packer doesn’t want to buy, 
the meat price goes down. When the packer does want to.buy, he 
controls the price by the amount of his purchases. Isn’t that true? 

Mr. Krusz. No, sir; that is absolutely false. 

Mr. McKinnon. Well, that is in conflict with the testimony we 
have had heretofore. 
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Mr. Krussz. That, I think, is a misconstruction of the testimony, 
if you please. 
fr. McKinnon. If you don’t want to buy meat, however, the 
fellow who brings his cows into the stockyards, or the feeder lots, is 
going to sustain a terrific loss in keeping his cattle on hand. You said 
that a few minutes ago. 
Mr. Kruse. Every packing house is based on an operation. It 
must have livestock every day to keep that operation going. We must 
keep steady employment for our employees. We must have livestock 


Mr. McKinnon. I understand. 


Mr. Kruse. Let me answer the rest of the question. 

Mr. McKinnon. I didn’t ask you about your operation. 

Mr. Kruse. If they don’t buy today, they will buy tomorrow. 
Each packer is guessing on the market, too. There is no packer that 
I know of, big or mal that knows any more about this market to- 
morrow than some operator in Texas, Denver, or Washington. 

Mr. McKinnon. If the cow man brings in his calf, on a given day, 
and you don’t want to buy on that day, and you don’t want to buy on 
the next day, by the third day the cattleman is forced to take less for 
his cows if he wants to sell them as long as the packer stays out of the 
market. 

Mr. Krusz. Do you know that in the Chicago market out of seven 
or eight hundred buyers that are there every day, the packers are in 
the minority? 

Mr. McKinnon. That is all right. 

— Kruse. Stockers, feeders, farmers, they are all there buying 
cattle. 

Mr. McKinnon. Answer my question, please, sir. 

Mr. Kruse. Yes, sir. 

Mr. McKinnon. If the packer doesn’t want to buy the price goes 
down, isn’t that true? 

Mr. Kruse. Not necessarily. 

Mr. McKinnon. It is true in cases? 

Mr. Kruse. It could be true in cases, but that is entirely a hypo- 
thetical point. 

The point you are trying to make is false, that the packer makes the 
price. 

Mr. McKinnon. The point I am making is not false in the view of 
many cattlemen with whom I have been fairly closely associated. 
When the packer doesn’t buy the price goes down. 

Mr. Kruse. I don’t believe the cattlemen hold that view. 

Mr. McKinnon. It is true in the Lost Angeles market, that when 
the packer doesn’t buy—and many times they refuse to buy, claiming 
their demands are met—the cattleman is adversely affected. And 
it often happens. 

Now, let me change to another subject before my time passes. 

The master of the Grange was here a few days testifying. 

Mr. Kruse. Yes, sir. 

Mr. McKinnon. He made the statement that he was against 
price controls, as you are, but that if it became necessary, he favored 
a rationing system as a means of holding down the price. 

Do you concur in that viewpoint? 
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Mr. Kruse. I think his statement was that he didn’t want price 
controls to be on without rationing. 

Mr. McKinnon. No. 

Mr. Kruse. He advocated rationing if necessary, before price 
controls. 

Mr. McKinnon. No, the statement was to the effect that he 
did advocate rationing, but that he was opposed to price control. 
Isn’t that true, Mr. Chairman? 

Mr. Wotcorr. No. 

Mr. Krusn. He advocated the imposition of rationing first, if it 
hecome necessary, to reduce the demand. 

Mr. McKinnon. That is true. 

Mr. Kruse. That was his point. 

Mr. McKinnon. Do you favor that procedure? 

Mr. Kruse. I don’t think rationing will work any better than price 
controls, or a combination of the two. 

I don’t think anything will work in the meat industry but a free 
economy. 

Let me just point this out, if you please. Now, I have the same wish 
that you have, that there could be a simple answer to this. But the 
fact is our economy stands on three legs. We have on the one, pro- 
duction, the amount available. We have on the other the demand, 
and the buying power. The leveling agent, and third one, is the 
fluid elastic price which makes the adjustments and you can’t make 
this livestock industry without that elastic fluid price. 

Mr. Brown. Mr. Buffett is recognized for 5 minutes. 

Mr. Burretr. Mr. Kruse, you have made a fine statement and | 
congratulate you for it. I wish some of the people in the livestock 
industry, where I live, who sell millions of pounds of livestock every 
month—and I have done a small amount of livestock feeding with my 
associates for 10 years—could read the testimony from this com- 
mittee. I think they would find some of the questions and some of the 
discussion so different from what their experience in business has 
been, that they would wonder if they are living in a different world. 

Now, do you know of anyone who would have more enthusiasm for 
price fixing in the livestock industry than people who would like to be 
in the black-market business? 

Do you know of anybody who would be more enthusiastically in 
favor of it than them? 

Mr. Kruse. Oh, there are opportunities waiting all over this 
country, and some of them already have started their operations, who 
will thrive under controls. 

Mr. Burrert. I see by a direct report from the president of the 
Union Stockyards of Omaha, and also from Chicago, that the institu- 
tion of quotas is already driving prices down in the terminal markets. 

Now, if I send cattle into market, and the OPS has set quotas, so 
that the packers can’t buy my cattle, could you conceive of a slicker 
way to drive cattle and hogs into a black market? 

1 have got to sell them. The packers can’t buy them. 

Mr. Kruse. That is the unfortunate result, and I am sure that the 
very purpose of reduced quotas is for the purpose of depressing the 
livestock market, and this livestock seeks an outlet. 

Gentlemen, I don’t believe there is any way to keep a person who 
wants to buy something away from the fellow who wants to sell 
something. 
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We carried on a long experiment with that in connection with 
prohibition, and we finally gave it up. I don’t believe our morals or 
our sobriety is any less now that it was during prohibition. I say 
let the people have the facts, and the average of character will come 
out, and that is where we finally land. 

Mr. Burrert. If that is a correct statement, to say that if they 
have quotas below the available supply, by that method they have 
taken a long step actually to promote and make black markets 
inevitable; isn’t that correct in your judgment? 

Mr. Kruse. Yes, sir. 

Mr. Burrert. That is the way it looks to me. 

Mr. Kruse. That is correct. 

Mr. Burrertr. Now, Mr. Kruse, price fixing is a standard practice 
in Russia, isn’t it? 

Mr. Kruse. Yes, sir; I understand so. 

Mr. Burrerrt. And rent control is a standard practice. 

Mr. Kruse. I understand so. 

Mr. Burrerr. And printing-press money that is irredeemable is 
standard practice in Russia. 

Mr. Kruse. That is correct. 

Mr. Burrert. Don’t you think then people in this country have a 
patriotic obligation to oppose that sort of thing coming to this country, 
if they think that the result of all this kind of regimentation similar to 
Russia, is going to make this country over on the pattern of Russia? 

Mr. Kruse. Yes, sir. 

Mr. Burrert. Or should they just meekly go along with everything 
their masters in Washington tell them? 

Mr. Kruse. That is the very thing I worry about, that in this battle 
about the details of how we are going to regulate ourselves we will lose 
this greater battle of individual liberty. Government by edict. When 
can we take them off? One leads to another. And I think that, as 
Mr. DiSalle said, the meat business has become a symbol. He says 
he is getting allergic to the thing, and I can very well understand it. 

But unfortunately, meat is in the limelight. It has become a 
symbol. Everybody thinks of meat. “I amentitled toit. I want it. 
And I want it by law.” 

You don’t get things that way. Our country isn’t built that way. 

Mr. Burrerr. We are trying awfully hard down here to make it 
. that people can eat three times a day and enjoy life by Government 
edict. 

Mr. Kruse. Certainly. 

Mr. Burrerr. But we will learn perhaps someday the truth of 
this axiom: 

Me gs can legislate everybody poor, but you can’t legislate everybody 
rich.” 

Mr. Kruse. Gentlemen, you can’t eat what you don’t produce. 

Mr. Brown. Mr. Fugate. 

Mr. Fuegate. Mr. Kruse, as I understand the order issued by 
OPS, the packing industry is going to control the movement of live- 
stock. Is that not true? 

Mr. Krusz. I don’t see how the packing industry can control the 
movement of livestock. 

Mr. Fueater. You set the price based on the figures produced by 
OPS, do you not? 
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Mr. Krusz. Yes. 

Mr. Fueate. They give you the figures? 

Mr. Kruse. Yes. 

Mr. Fueare. And you stand between the producer and the con- 
sumer? 

Mr. Kruse. That is correct. 

Mr. Fueate. And there is no limitation on how many head of 
livestock you will buy, is there? 

Mr. Kruse. Well there is a limitation on how many I can slaughter. 
I wouldn’t buy more than I can slaughter. 

Mr. Fueate. You will slaughter as many as your facilities will 
enable you to? 

Mr. Kruse. No, they tell me how many to slaughter. 

Mr. Fueate. Not at the present time, do they? 

Mr. Kruse. Right now. I may now slaughter 80 percent of last 
year. 

Mr. Fueate. Do you have a quota? 

Mr. Kruse. That is right. 

Mr. Fueatr. Which is based upon a given period? 

Mr. Kruse. That is correct. 

Mr. Fuaate. All right. You say here, on page 2 of your state- 
ment, that you do not believe that full production can be achieved 
under control. 

Mr. Kruse. That is correct. 

Mr. Fueare. All right. Today, the cattle producer is receiving, 
or was before controls, 152 percent of parity. After controls are fully 
in effect, after the last two roll-backs hate gone into effect, he will be 


getting approximately 125 percent of parity. You may not be familiar 


with parity. 

Mr. Kruse. I am familiar with it to some extent. I don’t admit 
your figures. 

Mr. Woaden Well those are figures that have come to me. | 
didn’t work the figures out. 

I am a cattle producer. I am a farmer, at home, in my own busi- 
ness, I operate a bank, in which we make loans to farmers—but I also 
feel that there is a basis of equity that should prevail. 

If the cattle producer can get 125 percent of parity, is he going to 
stop his operations; when he has his investment, he has his cattle, 
and he has the productive capacity. 

Mr. Kruse. The cattle producer isn’t interested in parity. He 
doesn’t care if it is 200 percent of parity. 

Mr. Fueare. Of course he is interested in dollars. 

Mr. Kruse. He is interested in dollars. 

Mr. Fueate. All right. 

Mr. Kruse. He has to invest a large number of dollars in his live- 
stock to put weight on them, if he is a feeder, before he has any chance 
for profit. The investment is large. 

Mr. Fucate. Well he is interested in the purchasing value, or in his 
dollar, in the relationship. 

Mr. Kruse. I don’t know a cattleman who doesn’t try to predict 
in his own mind what the selling price of his cattle is going to be before 
he buys them. That is the thing that determines production. 

If he thinks that he is going to get a certain price over here, some 
place in the future, he bases his plans on that, and every cattle producer 
does that. 
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Mr. Fueare. You have stated here, and other witnesses have stated 
from time to time, that there has been a gradual increase in the 
number of head of livestock on the farms, and in the tonnage of meat 
moving into channels of consumption over a period of years. 

Now you say for 1951 it will be about 148 pounds per person? 

Mr. Kruse. That is the estimated amount. 

Mr. Fueatr. That meat is available on the farms, or will be 
available? 

Mr. Kruse. That is correct. 

Mr. Fueare. You are the processor? 

Mr. Kruse. Yes. 

Mr. Fuaare. Is there any reason why you will not buy that meat, 
process it and put it in the channels of consumption? 

Mr. Krust. Why, yes; there is a very definite reason. OPS is 
going to tell me, each ‘month, or each week, how many cattle I may 
slaughter. And I may buy that many. I am fixed. Whatever 
over oad: or expense I have is distributed over whatever I kill. 

Mr. FuGare. But you are going to kill it as it is available? 

Mr. Kruse. I am going to kill what I am permitted to, that is true. 

Mr. Fueare. All right. Then if it is based on 148 pounds per 
person, which will be available this year, wiil not the packing industry 
in its entirety, process that beef as it comes in? 

Mr. Kruse. Yes. 

Mr. Fuears. Or other meat? 

Mr. Kruse. Yes. 

Mr. Fueare. Your industry is in a position of taking care of itself, 
isn’t it? It is not going to lose any money, or you are not par- 
ticularly concerned about that? 

Mr. Kruse. Well, I wouldn’t say that. 

Mr. Fueare. Well, if you operate efficiently 

Mr. Kruse. We have a ceiling price, which is perfectly flat and 
frozen. That is the price we sell for. 

Mr. Fueater. Yes? 

Mr. Kruse. Now suppose that cattle come up. Suppose that 
someone who is not conscientious about obeying the law, finds some 
way to get a little more for it, and reflects that in the livestock market. 
What am I to do? I can’t operate at a loss. My bank wouldn’t 
stand for that a minute. 

_ Fuacate. Well your operation is so flexible you can take care 
ot it. 

Mr. Kruse. How can you say that? 

Mr. Fueate. Well I know this: Well I know from observation, one. 

And, two, the flexibility of your operation. You can take your 
employees today and kill cattle. Tomorrow you kill hogs, or you 
kill calves, or you kill lambs. So you can adjust from day to day so 
as to avoid the loss of money. 

Mr. Kruss. Can I take my slaughter quota, which has been 
reduced on cattle, and kill hogs, which the consumers don’t want to 
— How can I do that? I have to sell it. 

{r. Brown. I will recognize Dr. Talle for 5 minutes. 


Mr. Tate. Thank you, Mr. Chairman. 
Mr. Kruse, on this matter of quotas, I think we should amplify the 
record a little. 
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When a slaughterer gets a quota, he is given a limit for cattle 
beyond which he is not permitted to go without a penalty; isn’t that 
right? 

Mr. Kruse. That is correct. 

Mr. Tatue. And he is given a quota for calves, and if he goes 
beyond that limit, he is penalized? 

Mr. Kruse. That is correct. 

Mr. Tair. He may not even have permission to slaughter hogs, 
but if he does have a quota for hogs, there is a limit set on them, and 
he may not go beyond that? 

Mr. Kruse. That is correct. 

Mr. Tatie. And these quotas are not only set up according to 
different kinds of animals, but they are also set up on the basis of 
seasons, four quarters for the year? 

Mr. Kruse. They set them up each month. The June quota just 
came out and for your information it is 80 percent of what we did 
last year on cattle, 80 percent on calves and sheep, and 115 percent, 
I believe, on hogs. 

Mr. Tatue. Now aslaughterer may be permitted to slaughter more, 
we will say, during one quarter, than another, but whether he is or not, 
that is something that is determined by a Government agency? 

Mr. Kruse. That is correct. 

Mr. Tauue. So he is in a vise on that? 

Mr. Kruse. That is right. 

Mr. Tatuie. These quotas are real things to the slaughterer. 

Mr. Kruse. Indeed they are. 

Mr. Tauuz. In addition to that, I am wondering, when the Gov- 
ernment comes in, as a new factor in the business, what will happen 
to the industry. 

Slaughtering according to seasons, I assume was set up on the 
basis of what had occurred in the past when there were no quotas, 
and when the quotas are set up, and these uncertain elements enter 
into it, perhaps the livestock will not flow into the markets in the 
normal way because there is a new thing in the situation which makes 
it abnormal. 

The matter of prediction enters into it, and that leads me back to 
the market report you discussed a moment ago. 

The farmer is not stupid. 

Mr. Kruse. Indeed he isn’t. 

Mr. Tauue. And in addition to the newspapers that you mentioned, 
giving market reports, we have the radio, and I have sat with farmers 
for breakfast, for lunch at noon, and for dinner in the evening, and 
one thing they always want to hear over their radio stations is the 
market report. And that market report very often comes from the 
Department of Agriculture basically. Radio stations operated by 
our land grant colleges are diligent in furnishing market information 
with reference to farm commodities. 

Mr. Kruse. That is correct. 

Mr. Tatu. I am quite familiar with it. And farmers watch those 
things very carefully, and they have to. If they didn’t watch them 
carefully they would be stupid. But they are not stupid. In fact 
the farmer, especially one who carries on farming on a diversified 
basis—can’t be a jack-of-all-trades, he has to be a master of many 
trades. Because if he isn’t he will fail. 
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Mr. Kruse. That is correct. I would like to go a step further on 
that. The consumer who buys this meat is not stupid either. 

Mr. Tauuz. No sir. 

Mr. Kruse. She has plenty of ingenuity and she knows how to do 
this job pretty well. 

Mr. Tauue. That is right. 

Mr. Kruse. When she wants steak, she knows whether she wants 
it at the price or not. And I don’t believe she is served by this kind 
of interference. I believe when she wants something bad enough to 
pay the price, these people out here who are planning to produce it 
for her should know it and I think the most serious thing about it 
all is that we hang a smoke screen between them so that we don’t 
let the real forces go to work, including the forces that make for 
inflation. 

Mr. Tauue. That is all, Mr. Chairman. 

Mr. Brown. I now recognize Mr. Patman for 5 minutes. 

Mr. Parman. Thank you, Mr. Chairman. I will not take any 
time. 

Mr. Brown. Thank you very much for your testimony, Mr. Kruse. 
You may stand aside. 

Mr. Kruse. Thank you for hearing me, sir. I would like to say in 
closing, if I have been a little intense about this, please understand me. 
This is all in friendliness. I feel the gentlemen who have other views 
from mine have the same motives and I offered what I did here in the 
best interests of all. 

Mr. Brown. We believe you are a very earnest witness. 

Mr. Kruse. Thank you, sir. 

Mr. Tatue. Since I didn’t use all of my time, I want to thank you 
for mentioning that much of the meat going to market comes from the 
dairy kind of farming operation. The dairyman will cull his herds, 
and the cows that are not profitable, he will send to market, isn’t that 
right? 

Mr. Kruse. That is right. 

Before I leave I want to tell you something about that that is very 
interesting. I am in Seattle, as I told you. At the present moment, 
Merill Lynch is offering bull meat, Canadian production, for 7 cents 
a pound above the ceiling. 

Mr. Brown. You may stand aside, Mr. Witness. 

Mr. Mutrer. May we ask this witness to furnish other information 
to us is he ean, Mr. Chairman? 

Mr. Brown. Mr. Multer. 

Mr. Mutrer. Mr. Kruse, would you furnish to us, a statement of 
either your own, or any other packer, that you consider is typical 
of the industry that vou know of, a consolidated statement showing 
its operations for the last 5 years, feeding operations, costs, expenses, 
profits, as well as packing operations, showing them to us separately? 

Mr. Wo.cort. Just a minute. Now the other day we objected to 
that same information because it would create a hardship on any 
industry to go back and give us their details of all their operations 
for 5 years. It would be next to impossible, and it would work such 
a hardship on the industry that we shouldn’t allow it. 

In the first place, I doubt whether the witness would want to pick 
any particular packer as a typical packer. 
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In the next place, that particular packer will have to put-on maybe 
a hundred clerks to figure out all this information, going back over the 
past 5 years, and in the meantime, I presume that there will be some 
effect upon the production of meat in that particular packing house, 
because all the people employed will be working on these facts and 
figures. 

Mr. Mutter. I suppose the bookkeeper does the slaughtering. 

Mr. Brown. All right. It is within your discretion. If you can 
furnish the information, it is all right. It is entirely up to you. 

Mr. McDonoveu. Mr. Chairman, if you will permit an observation 
on that point. On reading the record of Mr. Bamert, it includes much 
of the information Mr. Multer is asking for, and as I recall the infor- 
mation Mr. Carothers gave the committee is very similar. 

Mr. Mutter. None of that is the information I have asked for. 

Mr. Brown. Call the next witness, Mr. Clerk. 

Mr. Hauuanan. Mr. Cliff D. Carpenter, president of the Institute 
of American Poultry Industries. 

Mr. Woutcorrt. A parliamentary inquiry. Does this restriction on 
witnesses as to 15-minute statements, and to members under the 
5-minute rule, does that apply only to the meat industry? 

Mr. Brown. That applies to all. 

Mr. Wo cort. Just a minute. I wasn’t here when that came in 
effect. But I don’t understand it is going to apply to Mr. Kline who 
is going to be here all afternoon. Where are we going to draw the 
line? 

Mr. Brown. All I know from instructions of the chairman is that 
it applies this morning. I don’t know whether it will apply this 
afternoon. 

Mr. Wotcort. Well, I know that Mr. Carpenter appeared for 
sometime before the Senate committee, and he has some very inter- 
esting charts, as I understand. He is the only witness, I understand, 
appearing for the poultry industry. 

Mr. Brown. We have t+vo witnesses from the poultry industry, and 
they are entitled to 30 minutes. And the members are limited to 5 
minutes of questioning. 

Mr. Wo tcorrt. Could you cover your testimony conveniently in 30 
minutes, Mr. Carpenter? 

Mr. Carpenter. I think we can follow that prescription, and | 
think the facts will be developed within that period of time. 

Mr. Brown. All right. Proceed, Mr. Carpenter. 

Mr. Carpenter. Thank you, sir. 


STATEMENT OF CLIFF D. CARPENTER, PRESIDENT, THE INSTI- 
TUTE OF AMERICAN POULTRY INDUSTRIES 


Mr. Carpenter. I am Cliff D. Carpenter, president of the Institute 
of American Poultry Industries, Chicago, Il. The institute, chartered 
in 1926, is a nonprofit organization engaged in national quality im- 
provement programs designed to bring consumers higher quality poul- 
try and eggs. 

We represent directly more than 1,250 companies and individuals 
engaged in the production, breeding, hatching, processing, and market- 
ing of chickens, turkeys, ducks, geese, guineas, eggs, and egg products. 
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Our members are in direct contact with hundreds of thousands of 
producers and consumers throughout the country. The institute’s 
membership and programs, therefore, are directly or indirectly in- 
volved in the production, processing, marketing and seeps ne 
of poultry and poultry products in about 3,000 of the 3,071 counties 
in the 48 States. 


CONTROLS DO MORE HARM THAN GOOD 


Our national representation into every segment of this vast poultry 
industry provides us with a grass roots industry reaction of great 
weight. It is the considered opinion of our board of directors, of our 
membership, and of all our industry contacts, that price controls— 
including those provided for under the Defense Production Act and 
the special amendments bill S. 1397—are and would be unworkable 
and conducive to great confusion and chaotic disturbance on the 
farm and in the market place. 

The very flexibility of the production potential for this industry, is, 
in itself, the surest guaranty against inadequate supplies and ex- 
orbitant prices. Poultry and egg production can shift and change 
quickly and dramatically. To “‘strait-jacket”’ or shackle the industry 
would destroy this flexibility and would be nothing short of disastrous 
for all concerned. 


PROGRESS UNDER FREE MARKETS BENEFITS CONSUMERS 


The poultry industry is no longer a farm-yard operation, with inci- 
dental farm income. Today’s modern poultry industry is a major 
agricultural enterprise, grossing more than 5 million farmers about 


$3% billion a year. 

If I may attract your attention to the chart for a moment, since 
1935, chicken production in pounds per capita consumption has gone 
up from 17 pounds to about 27 pounds—this is the Secretary of 
Agriculture’s estimate for 1951. 

And the numbers are expressed in numbers in the case of eggs; eggs 
have gone up from 279 eggs per capita in 1935 to 394 eggs per capita, 
which is the Secretary’s estimate for 1951. 

However, currently we are producing and consuming eggs at an 
annual rate of 410 eggs per capita. Keep in mind that 410 eggs is an 
all-time high for consumption per capita on eggs. 

In turkeys—this may serve to mislead you a little bit, because it 
seems out of proportion, that there is no astonishing figure there— 
however, turkey consumption has changed, from 1935, as a holiday, 
Thanksgiving, Christmas dish, to a daily item, and has doubled from 
— and a fraction in 1935 to 5 pounds per capita in that period 
of time. 

And those three items put together, today represent 85 pounds of 
meat or meat equivalent per capita in this country. Eighty-five 
pounds, just taking chicken, turkey, and eggs. It does not include 
geese, guineas, and ducks. However, they are of course, in them- 
selves, important items. 

In 1950 chickens and eggs were either the first, second or third biggest 
agricultural crop in 32 of the 48 States. It has come from a barnyard 
operation to a very large operation. It is now approaching propor- 
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tions not quite the sam, as in some of these spectacular broiler areas. 
However, we will come to that chart a little more specifically in just a 
moment. 

In Georgia, Iowa, California, and other States, the production of 
turkeys has become a very large operation, and it is producing meat, 
instead of a Thanksgiving Day dish. 

Mr. Tatie. How about the Iowa hen? She leads the world in 
her field. 

Mr. Carpenter. The Iowa hen has played a leading role in the 
production of eggs. 

Mr. Burter. How about New York? 

Mr. Carpenter. New York also has been very important in the 
production of eggs. 

I saw recently where the director of marketing at Albany is con- 
cerned about the production of eggs and poultry in the State going 
down. And that disturbs us too. But I don’t think it is an alarm- 
ing percentage. 

In 1950 we produced 616 million commercial broilers—compared 
with 487 million in 1949 and none in 1925. And for the first 4 
months in 1951 we arc producing at the rate of 700 million commer- 
cial broilers a year. 

And while we are producing now at the rate of 700,000,000 it is 
estimated that the year will be 740,000,000, commercially grown 
broilers. 

Now these are not farm raised chickens, as we thought of chicken 
production. They are a specialty crop, engaged in by farmers who 
put in full time growing them. They produce from 5,000 to as many 
as a quarter of a million of these under one crop. However the quarter 
of a million is the exception, and in many of the commercial broiler 
farms, the 5,000 may be the exception. 

But the average may be from 20,000 to 30,000 broilers per individual. 
The red line is quite an astonishing line here. In 1935, we take the 
price of commercial broilers, and there were just a few of them pro- 
duced in the Delmarva area, the Eastern Shore of Maryland, which 
is called the Delmarva area, and you can see the price of this go up 
until 1948, at which time it was about 35 cents a pound for some 
350 million commercial broilers. 

Now the story occurs from here on. These farmers find it profitable 
to grow these commercially tailored birds. Consumers have found 
out that they are a lunch-basket item. 5 

The laboring man today has chicken sticks and white meat in his 
dinner pail. 

So our industry under a free economy has doubled its production, 
up to 700,000,000 plus, within a span of 3 years, from 1948 to 1951— 
doubling from 350,000,000 to 700,000,000. 

And see what happened to the price. From 1948, it is now down 
to 28.7 cents per pound, down from 35 cents per pound, and a fraction, 
because of this tremendous flexible production, and ability to expand, 
under that type of economy. 

Now interestingly enough, that reminds us of the point that the 
Secretary of Agriculture made on page 36 of his 1951 Production Guide 
Handbook. 

Flashing a minute to egg production and poultry, he states— 


Present indications are that production of poultry and eggs in 1951 will be ade- 
quate to meet all requirements, even though the number of layers now on farms 
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is about 3 percent, which has now been adjusted to 2 percent, less than on hand a 
year earlier. The total quantity of poultry might well be sufficient to meet all 
foreseeable needs, if farmers continue to cull their flocks, and to produce broilers 
at about the same rate as in the past year. 

And we have gone from 616 million to 740 million. And yet his 
statement is that if we continued at the rate of 66 million, we would 
have had enough. 

Then I direct your attention to Eric Johnston’s comment on page 
383 of his testimony, recently, before a congressional committee, in 
which he goes on to point out, he says there is an inherent dislike for 
controls. He says— 


I think we can get rid of controls if we can show about a 30-percent expansion of 
the economy to take care of the needs for our armed services, our World War 
program, and the civilian economy, 

Well we are already past 30 percent, and have done that in just 
the last 5 months, sir. In fact, the 30 percent difference between 616 
and 740 shows a 30-percent increase, if not perhaps a shade more. 
just in the past 5 months. 

In 1950 we produced 60 billion eggs. And as we were asked 
yesterday, by a Senator, “Do you say billion, and not million?’ 
Yes, we produced in 1950, 60 billion eggs, compared with 35 billion in 
1925. Per capita egg consumption is currently at the rate of 410 
per year—an all-time high. 

In 1950 we produced 44 million turkeys—compared with 18 million 
in 1929, the earliest record available. Again the three show that the 
production of 85 pounds of meat or meat protein, per capita; with the 
flexibilities involved, and operating under a free economy, without 
controls and without shackles, we will produce at a lower price, as is 
indicated from the charts which are taken from official sources, where- 
as under controls, our industry feels that it would not be possible to 
make the same headway. 

Now on chart No. 3, under mechanized production methods, we 
have made poultry and eggs efficient farm labor enterprises. Today 
one man can take care of 20,000 to 40,000 commercial broilers—or 
4,000 to 6,000 laying hens—or 10,000 to 12,000 turkeys. 

In our opinion, that is the quiskest way of augmenting meat sup- 
plies. Think what it means, for example, for one man to be able to 
produce 260,000 pounds of meat a year, or 200,000 pounds of meat a 





| year as expressed by turkeys, or 800,000 eggs a year. 


And we have some places now where with mechanized equipment, 
ohe man is now producing 40,000 birds a year, which would bring 
this up to 450,000 pounds of broilers a year. And that, tied in with 
the figure showing a decrease in price, our industry believes, gentle- 
men, that the answer to the question, ‘“Why is it that the consumer 
will take this volume?” Frankly it is because primarily, our poultry 


' meat historically has been a byproduct of meat production. 


Formerly they went to market all weights and ages, from 2 to 6 or 
7 pounds. There was no uniformity. It was impossible to find out, 
when you were buying a 3-pound chicken—a 3-pound chicken bought 
10 years ago over the butcher counter might be a tough bird. Today 
a 3-pound bird is a tailored commodity that is grown in from 9 to 


| 12 weeks. 


This means one grower can produce 360,000 pounds of broiler meat 
i year (four crops of 30,000 birds each), or 800,000 eggs a year, or over 
200,000 pounds of turkey meat a year. 
83473—51—pt. 225 
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It takes less feed to produce a pound of poultry meat today than 
any other type of meat. A 3-pound meat chicken can be produced 
on about 10 pounds of feed. In other words, a 100-pound bag of 
broiler feed produces about 30 pounds of broiler meat. In 1925, 100 
pounds of feed only produced about 20 pounds of chicken meat. 

Mr. McDonoveu. You are not considering the uses of stilbestrol 


in that, are you? 

Mr. Carpenter. No. 
of flesh and taste. 

Mr. McDonovuau. Wouldn't that add weight? 

Mr. Carpenter. No; we don’t agree that hormone or stilbestro! 


treatments add any weight. 
Mr. Brown. We will interrogate the witness after he is through 


with his statement. 

Mr. Carpenter. Modern, mechanized operations and improved 
techniques have increased poultry processing efficiency 124 percent in 
the last 10 years—from 23.8 birds put through a plant per man-hour 
in 1941 to 53.5 birds in 1951. 

Another example of the efficiency that this industry is capable of 
achieving and keep in mind that poultry is processed throughout, of 
course, the 48 States. It is the most diversified form of agriculture 
we have in the country today. 

Free markets encourage abundant supplies at reasonable prices. 
Because of their short production cycle—poultry and egg supplies 
can be stepped up more rapidly than any other product in animal 
agriculture. A fertile egg in an incubator can become a 3-pound 
meat chicken in 13 to 14 weeks—or a laying pullet in 6 months. Thus 
in free markets poultry and egg production and prices can and do 
adjust quickly to supply and demand factors. 

The average live price received by commercial broiler producers 
during the first 4 months of 1951 were about the same as, or less than, 
OPA ceilings during World War Il—and they were substantially 
below prices received during 1946, 1947, and 1948. 

In 1950 the average factory worker earned enough money in 25 
minutes to buy a dozen eggs, compared with 32 minutes in 1946, 30 
minutes in 1940, 42 minutes in 1935. Thus, such workers could 
buy 29 eggs with 1 hour’s pay in 1950, contrasted to only 18 eggs in 
1935. 

With taxes higher, labor higher, feed higher, still the average factory 
worker now, instead of being able to buy only 18 eggs for an hour’s 
labor back in 1935, is today able to buy 29 eggs with an hour’s labor. 

We don’t have the figure parallel with it to show poultry meat, but 
the figures will be supplied you, sir, and they are available, indicating 
that in 1935 the average worker, using the same scale, from the 
Department of Labor, was able to buy 2.3 pounds of poultry meat for 
his hour’s labor. Today he is getting 3.3 pounds, a full pound more, 
per hour worked, for his food dollar. 

That means, then, that poultry meat, in terms of average earnings 
of factory workers, is practically 50 percent cheaper than it was to 


him in 1935. 


Essentially it would add flesh, or condition 





CONTROLS ARE UNWORKABLE IN THE POULTRY AND EGG INDUSTRY 


Poultry and eggs are produced in every rural community through- 
out the country under varying conditions, with myriads of grades and 
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widely different types of production units and operations. It is 
impossible to conceive of a control system on poultry and eggs that 
would not throw production and marketing completely out of gear, 
or one that could be effectively enforced. 

Ceiling price differentials would only develop a price strait-jacket. 
They could never duplicate the flexible system of geographic supply- 
and-demand pricing needed to move producis where and when needed. 
For example: At times the Midwest has a surplus supply of poultry to 
ship east. At other times—and there is no regular seasonal pattern— 
the East has a surplus to ship to the Midwest. At times northern 
poultry will move south, while at other times the flow is reversed. 

Georgia poultry, Mr. Brown, goes into Detroit, Omaha, and 
Chicago. 

At other times northern poultry will be flowing into Miami, Fla. 

Unless these distribution patterns are left unhampered, surpluses 
will pile up in one section while other areas suffer deficits, and black 
markets result. 


4 SPECIFIC EXAMPLE OF UNWORKABLE, DISCRIMINATORY CONTROLS 


Poultry occupies a most unique and conspicuous position in the 
Defense Production Act of 1950 (64 Stat. 798). A special section 
relates to Government poultry purchases. No other food is accorded 
such significant treatment. Ostensibly section 2110 was included in 
the act to make certain that producers of chickens and turkeys would 
receive a so-called estimated price from processors of chickens and 
turkeys for Government contracts—the estimated price presumably 
to be the ceiling price at the time bids were made for such contracts. 

The act appears to require processors who pay producers of chickens 
and turkeys less than the so-called contract estimated prices, to 
make comparable adjustment in the delivery price of the processed 
product to the Government. 

If this provision is retained and if ceilings are imposed, the net 
effect would be to discourage poultry processors from bidding on 
Government contracts, and thus tend to limit the amount of poultry 
available to the armed services. 

I want to add that the armed services are now getting double 
the amount of poultry per capita they were getting 2 years ago. 
Why? Because this feature requires a processor to estimate the 
purchase price of poultry he anticipates buying to fill a prospective 
contract. He would have to figure out which locations he can and 
cannot use as procurement centers. Then he would have to antici- 
pate limiting himself to suppliers who keep accurate records by 
farmers and on prices paid to farmers. 

Finally, if awarded the contract, he would have to marshal all 
persons involved—from the farmer, the assembler, the poultry station 
buyer or the shipper—to keep individual price records by bird or 
bird lot on prices paid to farmers. Then the processor would have 
to keep such poultry segregated from all other poultry so the two 
would not become mixed in the processing or canning process. 

_ Labor is just not available to processors to carry on such a limitless 
identification and record-keeping task. And of course practical econ- 
omies make the task impossible. The average processor, therefore, 
would find it highly undesirable to bid on Government contracts. 
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Sometimes, gentlemen, there is a span of 3 to 4 months, between 
the time the poultry is bought alive and the canning processes. 

Why poultry should be singled out from all other agricultural com- 
modities for such treatment 1s puzzling. Since poultry markets are 
broadly published on a daily basis, since poultry prices respond 
promptly to supply and demand, and since invitations to bid on 
Government contracts are widely circuilated the Government is 
adequately protected without this discriminatory provision. 


CONTROLS LEAD INEVITABLY TO BLACK MARKETS 


Controls are notorious spawning grounds for black markets. Wide- 
spread and flourishing black markets in poultry in World War II dis- 
rupted supplies, diverted poultry from established, sanitary processing 
plans to undercover, hole-in-the-wall slaughtering operations. 

We made a survey with the head of the poultry section of OPA, in 
the spring of 1946, and he found that the processors, in those plants 
we surveyed—and it was Illinois, Nebraska, lowa, and Kansas—were 
getting in April 1946, 28 percent of the poultry they got in April 1945, 
a year before, showing of course that it had moved through other 
channels. 

If applied to poultry and eggs, the controls proposed in title 4, 
Public Law 774, and further amended in 8. 1397, will inevitably bring 
about the return of unsavory, illegitimate market operations. 

The immensely productive poultry and egg industry, the result of 
private resourcefulness, plays too vital a part in our national food 
picture to permit it to*be handcuffed to controls. 

The interests of the armed services, producers, consumers and 
general public can best be served without the imposition of price 
controls of any kind. 

Mr. Brown. Mr. Deane, do you desire to interrogate the witness? 

Mr. Deane. Has there been any indication that OPS contemplates 
any controls on the price of poultry? 

Mr. Carpenter. | believe it is written into the bill that if the price 
of any farm commodity reaches a hundred percent of parity, it shall 
be under control. In fact it is already under control at every level 
except that of the floor. 

Mr. Deane. I understand, but has Mr. DiSalle indicated to your 
industry the likelihood of any controls? 

Mr. Carpenter. Oh yes, definitely, sir. They have a poultry and 
egg branch already established, with 24 employees. 

Mr. Deanez. Have they called you in for any conference, to de- 
termine whether or not it is necessary? 

Mr. Carpenter. They have called one segment. They have 
established a Shell Egg Advisory Committee and they had their first 
meeting Monday of this week. 

Mr. Deane. You spoke about my district. The small poultry 
producers in my district are being forced out of business by the larger 
operators. They see the industry more and more getting into the 
hands of individuals with more capital. And it is the old story of the 
little fellow being squeezed out. 

I am thinking of one particularly. I was in his home last winter. 
He has been growing some 2,000 or 5,000 chickens, and he said 





of 
od 


nd 
ice 


ss? 


tes 
rice 
rall 
vel 
our 
and 


de- 


Lave 


first 


iltry 
urger 
. the 


f the 


nter. 
said 


DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 1037 


that he just couldn’t meet the competition. I am just wondering who 
is controlling that price, which has gone down. 

Mr. Carpenter. The consumer has the only control over prices in 
our industry. 

May I ask, sir, how many broilers he produced? You spoke of it 
as a small operation. 

Mr. Deane. From 2 to 3 thousand. 

Mr. Carpenter. From two to three thousand birds, Mr. Deane, it 
is questionable if a man can make an income therefrom. 

Mr. Deane. Well now, he formerly did. He had a little farm, and 
that is the way he operated, and that is how he paid for his farm 
back through the years. He has reached the point where he has had 
to get out of the business because he couldn’t meet the competition, 
pay for his food, grain, look after his brooder houses, and all the 
other operations of the business, which is an indication to me that 
the small producers are being forced out. 

Mr. Carrenrer. We might add, and I think this is appropriate to 
your question, sir, that breeding, feeding, and management are the 
three items that determine the success of growing broilers. 

Under breeding, if he buys good chickens, under feeding if he has 
good feed, and under management, he controls his enterprise in such a 
respect that he has low mortality, and high efficiency, and he will 
continue to make money, sir, under today’s schedule. 

It isn’t just exactly the size of the operation that determines it. 

Mr. Deane. I thought you said a little while ago that it would be 
rather difficult for a man with that size operation to carry on success- 
fully. He was disturbed by the fact, among others, that these larger 
operators were coming in and squeezing them out. 

Mr. Carrenter. It would depend largely, of course, on what his 
overhead would be, compared to the years when he established his 
first operation. It is pretty difficult to give you a very satisfactory 
answer. 

Mr. Deane. I am just giving you a trend in the industry, with 
which you should be concerned, because he can’t belong to an associa- 
tion, and may not be able to travel and get the best advice, but for- 
merly his operations were a success and now he is forced out of business. 

Mr. Carpenter. How many years has he been in the business, do 
you know? 

Mr. Duane. About 15 years. 

Mr. Carpenter. That would take him back to about 1935, and of 
course the price was even lower then than it is now. I am quite 
familiar with your broiler operation. 

Mr. Deane. That is what I am saying, the price is moving upward, 
and there is no basis upon which his other operations can be protected. 

Mr. Carpenter. I can’t answer for the farmer you are speaking 
of, Mr. Deane, but the average farmer, in many States in the country, 
has expressed a very definite disinterest in getting into commercial 
broiler production. I will grant you, sir, that that has encouraged 
other groups to produce broilers, but it has been forced on them, 
virtually, because the consumer would no longer take the average farm 
chicken. 

We found she would take a tailored commodity, and to control 
the factors, it would have to be produced in sufficient quantity to 
make it profitable to the farmer. 
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And it is pretty difficult to do it, sir, with 2 or 3 thousand chickens. 
But not knowing his circumstances, I am reluctant to make a com- 
parison between 2 and 3 thousand chickens—I think you described 
this man as a mountain man—against an operator for instance in 
central Illinois. It would be difficult to make the comparison. 

Mr. Deane. I assume that you would not be in favor of the stabili- 
zation of wages? 

Mr. Carpenter. I didn’t make a direct comment. 

Mr. Deane. I know, but you spoke about prices. Prices and wages 
somewhere have got to come together. 

Mr. Carrenter. The laboring man who works for these growers, 
sir, on these broiler deals, the turkey deals, and the egg deals, are all 
doing very well, sir. 

Mr. Deane. That is one of the problems of this man. The wage 
structure and everything else entered into his operations. What I am 
trying to develop is whether or not you are against the stabilization 
of prices, and likewise whether you are against the stabilization of 
wages. 

Mr. Carpenter. We are opposing, sir, very vehemently, putting 
an industry that has exhibited its ability under a free economy, without 
controls, to produce so much meat—— 

Mr. Deane. You are not answering my question. It is either yes 
or no. 

Mr. CarpEentEeR. Now, would you mind repeating your question, 
Mr. Deane? Iam sorry. 

Mr. Deane. I say, you have stated you are not in favor of stabiliza- 
tion or controls on the prices of poultry. My question is do you feel 
likewise that there should be no stabilization or controls over wages? 

Mr. Carpenter. As it applies to poultry and eggs we certainly 
would be opposed to that, sir. 

Mr. Deane. In general. 

Mr. Carpenter. I am not qualified to answer in general. 

Mr. Brown. Mr. Multer. 

Mr. Mutrer. Your charts are rather interesting. I was wondering 
whether or not your organization maintains its own statistical bureau 
or do you rely upon the Department of Agriculture? 

Mr. Carpenter. The Department, sir. We don’t have our own 
statistical staff. 

Mr. Mutter. By and large the Department of Agriculture has 
done a pretty good job in gathering together and publishing the 
statistics, and they have been fairly accurate, have they not? 

Mr. Carpenter. In general, I can say yes, sir. Though there are 
many leaders in the poultry industry who feel that it is impossible 
to do anything other than make a good guess. We call them estimates 
and in general I have to agree, yes, sir. 

Mr. Mutrer. I think it would be ve ry interesting to see a chart 
similar to those which you have prepared, showing the gross and 
net profit earned by the farmers on chickens, eggs, and turkeys, s0 
as to have some comparative data, for the same period. 

If you could furnish it to us, we would like to have it. 

Mr. Carpenter. May I offer an answer to that, Mr. Multer? 

Mr. Mutter. Surely. 

Mr. Carpenter. The average broiler grower—and when I say the 
average broiler grower this is just as common in our industry as 1! 
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can be—you see, we produce, roughly, and almost specifically, State 
by State, four crops a year, and those crops run from 9 to 12, or 
possibly 14 weeks. If they go to 14 weeks they only produce three 
crops a year. But 85 percent of the commercial broilers now produce 
four crops @ year. 

Now, because they don’t know when they put the chicks in how 
much they are going to get for the product, experience has shown 
over a period of years, that out of each four crops—and this is espe- 
cially true, Mr. Brown, in your Gainesville area in Georgia—the odds 
are, looking ahead in 1951, that he will make money on two, lose 
money on one, and break even on one. 

Mr. Mutter. On the over-all operation they have had some pretty 
good years and have done rather well. 

Mr. Carpenter. They have done rather well; yes, sir. 

Mr. Mutrer. Do you know of anybody in Government who would 
try to stifle them or prevent them from continuing to do well? 

Mr. Carpenter. No, not at all, except history has shown, and the 
evidence is, that under controls you don’t tend to get the flexible pro- 
duction and the immediate response in both price and volume. 

Mr. Mutter. I am afraid the statistics do not bear you out, sir. 

If I recall correctly, your industry did a fairly good job during 
World War II under OPA. As a matter of fact, I think the ceiling 
prices were taken off of poultry faster than they were off any other 
food item. 

Mr. CarPENTER. No, sir. We were not under rationing, but the 
ceiling prices went off on poultry at the same time as on other things. 

And referring back to the chart, if you want to take this prior to 
1943, when controls went on, you can see where we were headed. It 
did not take this ascendency. It tended to level out. 

Further, the price, of course, levels out here. These are legal prices. 

But any encouragement in production in here was a result of the 
black market. Circumstances, sir. 

Mr. Mutter. You don’t mean to say you reflected the black 
market prices, in your chart? 

Mr. Carpenter. This is in production. Production as reported. 
Black market price is not reported. Except for a period of about 4 
months, the Government actually quoted the number of cents a pound 
that poultry was bringing in the market over ceiling prices. 

Mr. Mutter. The same thing disturbs me with regard to your 
figures, and your general statement, as those who came in here rep- 
resenting the meat industry. 

; That is, you tell us that increased production will bring the price 
down. 

Mr. Carpenter. There is the best evidence. It has gone down 
from 35-and-a-fraction cents a pound in 1948 to 28.9 cents a pound. 

Mr. Mutrer. That is on your broilers. 

Mr. Carpenter. Yes, sir. 

Mr. Murer. What was it on chickens and eggs? 

Mr. Carpenter. Well, of course, that is chickens. 

Mr. Mutter. Do we use the term synonymously, broilers and 
chickens? 

Mr. Carpenter. Oh, you mean all chickens? 
Mr. Mutter. Yes, sir. 
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Mr. Carpenter. The composite figure would be reasonably com- 
parable, but I don’t have it exactly at the moment. 

This tonnage, incidentally, represents more than 50 percent of all 
poultry. These prices on this chart, and this volume. 

Incidentally also, Mr. Multer, while this is indicative of the prices 
following January 1, you will notice that there is a tilt upward here, 
since January 1, 1951. 

Now, since this chart was prepared, the price has gone down, an 
additional 2 cents. Yesterday’s price was 26.5 cents, and this, | 
think, is 28.9, if I remember correctly. Just since this chart was 
made. 

Mr. Murrer. What was the cause of the change in price? 

Mr. Carpenter. Supply and demand, sir. As is very definitely 
shown by the chart. The demand has gone up, the volume has 
gone up, and because we can produce so flexibly, and turn a pound 
of feed or 3 pounds of feed into a pound of meat in 10 weeks, we have 
been not only been able to meet the demand but do it at a lower price. 

Mr. Murer. Have you presented these facts and figures to the 
OPS? 

Mr. Carpenter. We have not been asked to, sir. 

Mr. Mutter. You have an industry committee, have you not? 

Mr. Carpenter. It has not been established, no, sir, except on 
shell eggs. 

I might add, if I may, sir, that we did present a brief to the director 
of the food division, Jack Hutson, about 3 months ago. 

Mr. Mutter. Have you had any indication of a threatened roll- 
back, or price ceiling being placed on your products? 

Mr. Carpenter. Price ceilings. We are already under price ceil- 
ings, at every level except the farm. 

Mr. Mutrer. Has there been any indication that there would be 
one at the farm? 

Mr. CarPenter. Yes, sir, under this new bill, there would be. 

Mr. Mutter. Under this new bill there would be the right to be. 

Mr. Carpenter. Well, the right of course is determined by the 
Congress. 

Mr. Mutter. That is right. But the agency will administer it. 

What is parity on your chickens? 

Mr. Carpenter. On broilers, it will be just roughly, as it moves, 
as you know, about 33% cents, as of April 15. 

Mr. Muurer. And on your eggs? 

Mr. Carpenter. In terms of cents per dozen, as of April 15, about 
49% a dozen. 

Mr. Mutrer. And on the chickens? 

Mr. Carpenter. On all chickens, that is the only parity they offer, 
sir, on all chickens. They don’t have one separately for broilers. 

Mr. Mu rer. I thought you mentioned parity on broilers. 

Mr. Carpenter. Yes, sir, [ am sorry. I didn’t mean to mislead 
you. That 33.3 is for all chickens. 

Mr. Mutter. The market price today for chickens and eggs is under 
parity? 

Mr. Carpenter. That is correct. 

Mr. Mutrer. And the industry is making a fair profit at that price 
today? 
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Mr. Carpenter. They do on some lots, and they lost on some lots, 
as I pointed out, on broilers. 

Mr. Mutter. On the over-all production, through the year, they 
make a fair profit? 

Mr. Carpenter. That is a reasonable statement; yes, sir. 

Mr. Mutrer. If parity should be established at the beginning of 
your marketing season, for the purpose of fixing a ceiling—now, the 
law says that the ceiling may not be less than parity, so you have got 
nothing to be concerned about in your industry under the existing law 
until it reaches parity. 

Now, what would be wrong with fixing parity at the beginning of 
your marketing season, as the minimum base for any ceiling price? 

Mr. Carpenter. Mr. Multer, we market our poultry and eggs 
every day. There isno season. Every single day. 

Mr. Mutter. So that so far as your industry is concerned, that 
would not be workable? 

Mr. Carpenter. It would not be very workable. 

Mr. Mutter. It would be workable, would it not, if we continued 
the existing provision in the law, that the ceiling must be never less 
than parity? 

Mr. Carpenter. It would be workable if what? 

Mr. Mutrer. Would a ceiling price be workable if we continued 
the existing provision in the law that your ceiling must never be less 
than parity and that at all times it must take into account the increases 
in costs? 

Mr. CarPenteR. We would still be in the realm of discouraging 
production the minute you throw up controls. 

Mr. Mutter. Why would it discourage production if you were sure 
that any ceiling price that would be placed upon your product would 
net you a profit? 

Mr. Carpenter. It did under OPA. 

Mr. Murer. Well, let’s forget about OPA because we had a 
different situation there. The concept under OPA was “go in and 
fix the prices and keep them that way, no matter who is driven out of 
business, no matter who may lose.” 

Mr. Wotcorr. Will you yield? 

Mr. Mutrer. Not at the moment. 

Now, the present concept as I understand the intent of the Congress 
and as expressed in the existing law, it will be that every man is 
entitled to make a fair profit and that no ceiling price should be fixed 
which will not give you a fair profit. If that is the concept what is 
wrong with a ceiling in your industry if and when you reach parity? 

Mr. Carpenter. If I may make a direct reference to Mr. Deane’s 
question, under the controls plan, this gentleman he is referring to, 
would be out of business even quicker than he would be under a free 
economy. 

PP Deane. But he operated at a profit in World War II, under 
ah. 

Mr. Carpenter. Under a different set of rules and circumstances. 

Mr. Muurer. May I have an answer to the question, sir? 

Mr. Brown. I thought he answered the question. 

Mr. Mutrer. No; he referred to Mr. Deane’s statement. 

Mr. Brown. Will you answer the question? 
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Mr. Mutrmr. I would like to know whether or not your industry 
would be able to operate and make a fair profit, if the law provides, 
and the administrator will follow the provisions of the law, that ceiling 
price shall never be under parity and shall always take into account 
increased costs so. as to net you a fair profit? 

Mr. Carpenter. There is no pattern, Mr. Multer, that can guaran- 
tee that. We have had evidence after evidence after evidence that it 
is impossible to do that. It involves the farm economy of 5 million 
farmers, where this poultry and these eggs are produced. 

Mr. Brown. Mr. Wolcott. 

Mr. Wotcorr. As I remember the history of OPA, it was that the 
only bill which guaranteed a fair profit, to which Mr. Multer refers, 
was the bill in 1946, which the President vetoed. 

Nowhere in any price-control legislation was any producer guaran- 
teed a fair profit. 

Mr. Carpenter. | believe that is right, sir. 

Mr. Mutter. That is the point I tried to make, Mr. Wolcott. 

Mr. Wotcorr. You made just the opposite point. You said this 
bill guarantees them a fair profit. This bill doesn’t differe at all, as 
I see it, from the bill that we operated under during World War II, the 
OPA law, as the OPA provided at that time that no ceiling which would 
reflect to the producers less than parity, which is substantially the 
same as the existing law. 

You made the point that so long as no ceiling can be fixed which will 
reflect a return below parity, that that will be a fair return. 

This law is no different from the law which was in effect during 
World War II, which we know from experience discouraged produc- 
tion. 

Mr. Mutter. May I note a strong dissent to both your characteri- 
zations of my contention and of the law. 

Mr. Brown. Dr. Talle. 

Mr. Tauie. Thank you, Mr. Chairman. 

The hour is very late, Mr. Carpenter, and 1 shall not take time to 
ask any questions. I merely want to say that I am grateful to you 
for giving us a lot of information. Your statement was excellent. 

Mr. Carpenter. Thank you, sir. 

Mr. Brown. Mr. McDonough. 

Mr. McDonovau. I also want to compliment Dr. Carpenter for 
his statement. I have known Dr. Carpenter for many years. And 
if anybody in the United States knows which came first, the chicken 
or the egg, I think he is the man who does. 

I think, however, in referring back to the question Mr. Multer 
asked, Dr. Carpenter, that if price ceilings are fixed at the level that 
he suggested, that there is one thing certain: That production would 
be reduced. 

Mr. CarpEeNnTeER. Yes, sir. 

Mr. McDonoveu. Or, it may return a fair profit to the producer, 
but production and the public will suffer as a result of not having 
enough of the product on the market, which may result in an increased 
price, and the ceiling price would not reflect production at all. 

I haven’t any questions. I think the statement is rather compre- 
hensive, and I think you have made a good case. 

Mr. Wo corr. Will you yield? 

Mr. McDonovuau. Yes, sir. 
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Mr. Wotcorr. What you bring out in your question is this: that if 
we do anything here in Congress to destroy production to a point where 
through production the price is kept up, it is theoretically possible for 
the price of poultry to go up to the parity figure which Mr. Carpenter 
has said is 33% cents, from the present 26.5 cents. That is theoretically 
correct, is it not, Mr. Carpenter? 

Mr. CARPENTER. Yes, sir. 

Mr. Brown. Mr. Carpenter, you have presented an excellent state- 
ment. We are very glad to have your views. 

Thank you very much. 

Mr. Carpenter. Thank you, sir. 

Mr. Mutrer. Mr. Chairman, may I have inserted in the record at 
this time, immediately following Mr. Carpenter’s testimony, the tables, 
Nos. 560 to 566, inclusive, of the Agriculture Statistics of 1950 as pub- 
lished by the Department of Agriculture. 

Mr. Brown. Is that very lengthy? 

Mr. Mutter. It is pages 454 to 462, inclusive, and covers only 
chickens and eggs. 

Mr. Brown. That may be inserted. 

(The information is as follows:) 


TaBLE 560.—Chickens: Number on farms, and value, United States, Jan. 1, 1930-501 





Number 





Value per Total 


Hens and Other All head value 


Hens Pullets pullets chickens chickens 





Thousands | Thousands | Thousands | Thousands | Thousands Cents 1,000 dollars 
ir a als sedis windithie A 378, 878 Y $21, 625 
167, 139 253, 312 ' 48, 040 468, 491 434, 830 
158, 214 243, 562 7 . 449, 743 315, 968 
156, 178 229, 648 4 436, 815 268, 767 
154, 037 236, 706 390, 53, 444, 523 
146, 997 238, 344 85, , 596 433, 937 
Ba - ie Bh eb a aihig 871, 603 | 

138, 609 350, 407 5 389, 958 | 
136, 187 , 43:2 362, 619 i 403, 446 | 
130, 445 , 2 379, 754 57 423, 921 | 
137, 958 352, 964 3 389, 624 | 
134, 331 241, 810 376, 141 418, 591 | 


139, 079 
141, 430 239, 885 
150, 170 277, 741 
170, 337 318, 622 
349, 587 


PIS Oo 
CONe 








) ors 
SOCSCCHKHHANDSAAMIeEAUOOCUWwWS 








142, 184 ; 481, 190 | 

















' Does not include commercial broilers. 
? United States census as of Apr. 1. 

* United States census as of Jan. 1. 

‘ Preliminary. 


Source; Bureau of Agricultural Economics, Data for 1909-29 in Agricultural Statistics, 1942, table 645. 
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Tasie 561.—Chickens: Hens, pullets, and other chickens on farms, by States, 
Jan. 1, average 1939-48, annual 1949 and 1950 


Hens Pullets Other chickens 





Average Average Average 
1989-48 1949 1950 1939-48 1949 1950 1939-48 1949 


Thou- | Thou- | Thou- | Thou- | Thou- | Thou- | Thou- | Thou- 
sancs | sands sands | sands | sands | sands | sands | sands | ; 
Maine... -- ni ea 751 959 55% 1, 765 1, 942 124 100 | 
New Hampshire. 534 ¢ 729 ,6 1, 663 1, 796 171 
Vermont. nye 274 2 25% ¢ 690 787 47 
Massachusetts eae 860 39 4 3, 928 3, 780 4, 007 228 
Rhode Island. --.....-..--- 119 ; { 407 444 34 
Connecticut Se ae we 865 r a y 7 2, OS2 2, 207 205 
New York " a a , 92 2F , 8 10, 107 | 11,522 855 
New Jersey bee Ep x 2, 592 3, 100 , 50% 7, 386 8, 494 1, 330 
Pennsylvania. --- Si 6, 843 7,023 7, 234 d 14, 298 | 16, 157 2, 488 


North Atlantic- - .-. 17, 899 18, 688. 20, 246 ‘ 3 | 47, 356 5, 483 





Ohio ; 393 | 5,654 | 5, 654 13, 310 | 11, 781 * 077 1, 786 
Indiana a nae 3, 871 4, O91 4, O91 ‘ 11, 200 2, 284 
Illinois 4 6, 456 5, 666 5, 326 5, 14, 799 2, O17 
Michigan sink 3, 4 55 | 2,920 2, 978 ., 766 , 557 8U9 
Wisconsin , ‘ 6, 229 5, 419 ,8 10, 501 77 





East North Central. , 88 24, 560° 23, 468 , 838 | 62, “A 756 5, 21! 
Minnesota__ - inn ita bed , 492 8, 137 6, 347° “18, 166 
a ; saat rf 6, 994 3, O15 23, 908 
Missouri -_-- : ie , 65% 6, 598 
North Dakota pate bielisaal . 1, 386 
South Dakota f , 366 2, 500 
Nebraska meee .| 3, 782 3, 394 
Kansas - . . - 5, 57: 5, 123 , 662 , OF s, 816 10, 138 





West North Central , 292 | 34, 132 29, , 274 | 83, 249 | 95, 519, 


295, 3s 7 ‘ 639 658 
1, 320 , oo 2, 45 » 4 2, 511 


Delaware - : 
Maryland. -- 


| 
Virginia. ..................-| 3,666 | 3,253 | 3,35 691 | 5,577 | 5,967 


West Virginia . ..----| 1,845; 1,506 6 2, 306 2, 046 2, 332 
North Carolina 3,915 | 3,858 i 5, 6 ,4 5, 448 
South Carolina. .........:.-| 1,911 | 1,713 | 1,782 , , 12 2, 035 
Georgia --- sae Se ---| 3,415 | 3,138 | 3,326 27 3, 836 3, 913 
PRee: oak ee x 1, 100 1, 033 | 1, 054 re Ay / i, ah 





South Atlantic 17, 566 | 16, 205 [2 16, 824 , 456 | : 24, 241 
Kentucky _- : a: 766 | 3,505 

Tennessee - - - 47 4, 123 
Alabama Kis 3,451 | 3,076 | 
Mississippi - - - 3,657 | 3,076 | 
Arkansas. ae ; | 3,434 | 2,698 | 
Louisiana _-_-_-- --| 1,912 | 1,494 | ; 
Oklahoma. - . 4,628 | 4,089} 3,8 2 | 
(ee See 324 | 11,789 | 11, 553 | 15,320 | 11, 503 














South Central__.__.._} 38, 642 | | 33, 850 i 32, 283 [ 50, 744 | “42, 093 
Montana ee cu sineed 594 | 558 & 375° 
Idaho____- bnkigm bale 514 | é ; 1,749 
Wyoming--_- 
Colorado.__--_- 
New Mexico 
SGN esas cise a diceunee | 
Sea 1, 272 | 

Nevada... ....-- 20 | 113 | j 
Washington - -- | 2,497 | 2,000 50 | 3, 286 
Oregon ebigatiabiasn -| 1,440; 1,342) 1,8 | 2,043 | 1, | 
California TE Be 109 | 9,412 | 10,918 | 7,907 | 9 10, 396 | 1, 958 | 














Weetetts . .-.ssis5s5-i) Sey 004 | | 17, 335 | 18, 946 | 21, 847 | 21,519 | 24, 091 | 3, 800 





United States... 152, 282 144, 70 142, 184 |287, 799 (268, 227 |299, 984 | 46,278 | 35, 679 





Source: Bureau of Agricultural Economics. 
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TABLE 562.—Chickens: Number on farms, value per head, and total value, by States, 
Jan. 1, average 1989-48, annual 1949 and 1950} 





Number Value per head Total value 





Average Average Average i 
1939-48 | 1949 1939-48 1949 1950 1939-48 | 1949 | 1950 





Thou- | Thou- 1,000 | 1,000 1,000 

sands Cents dollars \dollars | dollars 

Maine........---..------s 2, 651 006 155 241 3, 856 6, 389 6, 072 
New Hampshire- --- ------- 3 2, 390 244 i 3, 732 5, 832 5, 461 
962 242 1,634 | 2,328 2, 055 
Massachusetts- --.-~--------- 4, 838 246 8, 253 | 11, 901 
Rhode TANG. fons... 8 5 549 ‘ 907 1, 290 
Connecticut. - --- -- ct 3, 2 3, 227 . 5 5, 356 7,519 
New York : _ 769 | 15, 838 y Aw 89 | 23,273 | 37,853 
| SE ee 2 11, 655 : { 15, 209 | 29, 021 
Pennsylvania 22, 739 | 24, 100 , 8: d . ) 30, 180 | 50, 128 


North Atlantic_ ---.--. 66,210 | 73,855 92, 399 |152, 261 








Ohio be SMe 7 18, 409 | 19, 686 23, 917 | 33,320 | 
Indiana -. a Leensegy sie’ 17, 514 | 19, 609 3 | 17,825 | 27,672 | 
Illinois _-- a ies eee 21, 424 | 22, 937 24, 456 | 34,707 | 
eS eee ee 5 10,917 | 12,618 p g 9 | 15,178 | 20, 851 | 
pp | Eiapsepes ee _.| 17, 286 | 17,349 | 17,954 18, 835 | 29, 493 | 





Sole eel 


East North Central._-| 93,910 | 85,613 | 92, 804 5 34 |100, 211 1146, 043 | , 599 








Minnesota 26, 436 | 26,886 | 28, 471 x 25,877 | 43, 555 37, 866 
lowa 2 | 36,366 | 32,188 | 34, 258 : 37,496 | 55, 041 . 933 
Missouri __....| 25,088 | 22,488 | 24, 124 23,197 | 32,608 | 26, 536 
North Dakota..............| 5,586 | 4,508} 4,872 § 5,165 | 6,717 749 
South Dakota | 9,278 8, 435 9, 036 g 4 8,754 | 12,146 , 205 
Nebraska............2 _.._| 15,911 | 13,605 | 14, 307 2 14, 574 | 19, 591 7, 168 
Kansas_ ..-. | 17,362 | 14,714 | 15, 668 15, 477 | 20, 894 921 


| eR SERS SER 
West North Central. _ |135, 977 130, 736 3. 5 52 | 378 
Delaware : +2 . O7! 1, 107 

Maryland | 4,6 * 4, 368 
Virginia 

West Virginia 

North Carolina 
South Carolina 
Georgia 

Florida 


South Atlantic ; ,775 | 45, 881 3 | 52,820 | 72, 594 

Kentucky F t - a 11, 630 f f 10, 608 
Tennessee ; 952 | 10,693 if 85 " 10, 312 
Alabama f 8, 972 7. 866 &, 178 7 “ 7,943 | 10, 540 
Mississippi 3 8, 507 7, 393 , of 85 7, 300 9, 241 
Arkansas 9, 120 6, 980 , $25 ; 5 | 7, 297 
Louisiana _ 5, 874 5, 000 4, 95: 5, 858 
Oklahoma _| 13,039 | 10, 393 . < 11, O87 
lexas eae coe) Bl, O82 26, 771 : 


South Central ‘i 01, 460 





ee 
Idaho 

Wyoming... . 
Colorado 

New Mexico 

Arizona 

Utah Re ae se Be 
Nevada oy awa ok 299 ‘ 
Washington....______. -| 6,131 ees] ker 
Oregon... 222.15 _LL.| 8, 780 | 8,815 2 4,596 | (6,332 | 5,627 
California : "TE aor | 20,552 | 23) 416 7. 22,049 | 35,76 35, 124 























68, 364 


655, 210 





Western. | 42,650 | 42,422 | 46, 693 
United States...__...|486, 359 |448, 676 |481, 190 | 
| 





Does not include commercial broilers. 
Source: Bureau of Agricultural Economics. 





*re0h 04) ZuULANp siequinu AJOPUIAUT [ “UBL UT BBUBYO ¢ 

“| ‘ue PUBY WO SUBROIYO aINQVU JO IBA BY} BULINP SSO] YACEP Sse] ‘PasTBI SUBHOIYO » 
"| ‘uRe puBY UO SUdyOTY o.NjBUT JO BOA OYA BULINP ssoy UIE] ¢ 

‘s190Npold JO spjoyesnoy Ul peuIMsuod asoyy Jo anyea snzd ‘safes Jo onfeA ; ‘rea4 ay} BULINP SUayoIYO JUNOA PUB SOIL JO ssOoT YRVaP ssoyj ‘peyozeYy SYOYO [BIOL ¢ 
“‘sdaonpoid ULIe] JO Spjoyssnoy Ul PeuINsuod suayIIYO 9 "UOTONPOIA J][[0O1G [VIOIBUIMIOD BpNyOUT yOu Se0q] + 


"9F9 O1GR} ‘THEI 
SOMSHVIE [BINI[NUBY Ul GZ-GO6T 10J VIL “SoIWIOUOOW siNyNoAZy jo Neeing :eoumog 





aS 
a 


908 “ELT | 66m 212 920 996 ‘LT | OLT‘IL9 19F ‘I8L‘% | #62 ‘OFF 6S2 ‘IST IS ‘ZE L9¢ ‘099 ZOE ‘OFL 
LET‘OLL ‘T | 191 ‘THO Ohh ‘PSE ‘% SSE ‘SLI $18 ‘ZI OFE ‘OSS 
2L ‘SST '% | S68 ‘esg 621 ‘E92 ‘Z ZIP ‘YLT 168 ‘ZI 
ORS ‘PL ‘Z 202 “E81 TOL ‘Sg 
€8L ‘OTF ‘E meme e OBR OT 
920 600 ‘E | IC 002 “Sg “Ea Se pated 
Lb ‘619 ‘E : OST ‘OF 
ZIT ‘cy 


ree Ae 
TARAS 


one 
owe 
aN 


N=) 
= 


GPT ‘SL 
269 ‘61 ZOE “CL 
196 “8% SLE ‘L9 
) L9¢ ‘89 
OLE ‘0S 809 “‘0¢9 9S “PO 
692 *L69 gl¢ ‘OY 
626 ‘Eb GSE “SLE ZOT ‘99 
98¢ ‘OL 626 ‘P89 I9T “og 
ts eal taal 619 ‘ZL9 168 ‘29 
OS6 ‘OSh % ‘ 826 ‘ZI gs 6LE ‘99 98 ‘29 
022 “E06 ELE ‘149 % SbL ‘ST O8E ‘FIZ 169 ‘Z9 
ql 000'l | °G1000'I | spuvsnoyy| spuvsnoy.s | spuvsnoy,y | spuDdsnoy.y | spuDsnoYyL | spuDsnoYy.L | spuDsnOY.L 


Se 


SB IS SS 


—— 





FDWWDMOMDOPOND 


a 
— 

















sployeasnoy | »pfoyasnoy 
ULI] | uLaey 
| Oo 
paonpoid | punod | ul — prog 
suayaryo pouins a4 
jo I -uoD | g ALOPUDAUT Ul OFUBY | | 
anjeA | mde 


OSBII00(T esvosOuy 





¢ Epa 
' gd amnjyeU | ; pesley 
‘ | JO ssory 














9 SUIIB] UO (saTes) 
poeuinsuod; sjdtede1 
sueyoryo ysep 
jo anjeA 


, OU00UT 
SSO1F) 


=~ 
Le) 
oa 
- 
i] 
° 
N 
A 
= 
= 
Z 
a 
< 
< 
Z 
o 
= 
& 
o) 
=) 
a 
o 
= 
Pa 
a 
Z 
~ 
_ 
q 
= 














spunog Joquinn 





| 
| 
| 
| 
| 
! 














1046 


1 67-0861 ‘saIig payuy ‘amoour ssoub pun ‘sj}d1a904 ysvo ‘uorprsodsip ‘uorjonpoid WiDy :sUuayrtYD— EOS ATAVT 





1047 


“6ROT “d ‘ajqu} JO pud 4B S9}0}00] Bag 











681 ‘ELT bIO'LE =| SLT 9ST | 146 FS ‘SOI ’ 691 ‘S19 869 ‘THE 696 129 | f | | 66 ‘THI | 10 ‘IZ ae t N 9M 











296 ‘ST 129 °¢ IPE “ET ¥60‘ST | 6° | 62g‘Ee =| GL | 899‘%2 | | : “| LLE ‘8ST S62 | gzt‘te = |---- ores" SBsuBy 
#92 ‘12 061 ‘S £9¢ ‘OT ste 0% ' 1% ‘S | 3ob‘ t0L‘6L | Ie ; a | ee Z69 ZOF ‘TZ . BASBIQIN 
8L8 ‘ZI 62 ‘% Grr Or =| O6LIT |Z" | Sor‘ see II8 ‘9F : i¢ Bee €89 £6 ‘TT ~-Bjoyeq] qinog 
OBL ‘9 G&L | S119 i % Cgs 8Z0 ‘8 POE ‘SZ ; of ; = : #00 60F ‘9 “"BJOHRC YON 

; L¥9 “SZ (6 ar 4 a i A : 260) ‘LE LLL ‘LU LS L02 OFE ‘TE MMosst jy 
186 ‘6 82 ‘Ob f ‘ 820 ‘OLT ; 89 ‘ - I8¢ 129 ‘OF BMOT 
SOF ‘Sz 138 “6S : 4 209 ‘SIL 9GF ‘S | ; 9&9 BIOSOUUT YT 














661 ‘SIT | ¥86‘0S1 | 21e | eze‘eze | [66 ‘ULF ~ | $90 ‘9% | inte ois ‘st | eee ‘211 [2}UID YON 8B 


gee ‘gt 6F0 ‘IZ ‘ Z9L ‘OL 9g O10 ZOL ‘81 UISUOOST AA 

: 129 ‘9 GOS ‘FL vay GLI Zig ‘21 uRsIqor 
PRE ‘62 ’ ; 110 £00 ‘08 
€hL ‘TZ $86 £S8 ‘9z 
8L9 ‘1% : L oe9 ZSS ‘bZ 























SOF ‘LET 3 LeE‘LZE | SSO 'SF 129 ‘82E ae ; LLE Ze ‘18 








ZEl ‘GF : GLZ “SII ocs ‘61 6E% ‘LET : ee 8L8 ‘ZE 
: 6LF * 905 ‘OF : 
OFZ ‘EI 
Zoe % 
O&F 
OSF ‘g 





spunod spuns 
000°1 “NO“L “NO“UL | -NOY“L 





9 Ploy oe Ploy | asvaio | askazo 
-osti0y -asnoy ic 
9 swavy WB] peonp UIIV] | ypaonp | £SPar 
,0m0o9 juo pourns| (sores) va s ul -O1d 8 UI -O1d SerseUs | § PPered 
“ur -u0d | s3d1908 | cuawoiyo | ord pours peums ¢ £107004 sit UOISTATP pur aRIg 
cs ‘ SB 4¥} t ve se ‘3 YC 
ssO14y ppl WED loenea | wiea u09 U0) ul ul aduRyO 








A on) 
Ney 
o 
_ 
iJ 
° 
M 
e 
£ 
< 
H 
oO 
<i 
Z 
© 
_ 
e 
=) 
=) 
a 
j=) 
& 
i 
a 
Z 
& 
& 
i} 
a 






































spunog JequinN 


18reél ‘samig fig ‘aumoour ssoub pun ‘s7diagad Ysvo ‘uw012780d87p ‘uot INnposd UAD YY 2 8UAYIVYYD “POG ATAV EE 





~~ 
Lis] 
o 
_ 
i) 
o 
72) 
a 
a 
a 
a 
a 
ZI 
< 
b 
= 
Z 
o 
— 
a 
i) 
Pp 
a 
jo) 
x 
Pa 
| 
77) 
Z 
| 
_ 
| 
i=) 


1048 


080 ‘6 
bo 
lug 
O89 * 
9L9 
882 
666 
9SE 


| 129% 
| O@I 
| OLF 
| TS? 
809 
£06 ‘I 
aa 
6&2 ‘I 
OFS ‘T 





| 69% ‘9 
| £08 | 
| gze‘e 
LeL 

ZL0‘T 
ELL ‘E 
PPL 

092 % 
BL % 


ANA 


ON 


NWAM WANDS 
ehat tick al : 
ARR 


Or) 


| 


ZLE 8 


SOF ‘% 
CRxe “6 


| 680 ‘TE 


‘cl 


} 





£he 
C32 ‘P 
2t8 
£91 
L418 'F 
cL6 
Zhe ‘ES 
IIL ‘s 


Sit 
¢¢2 


83g 








286 ‘9ST 


| 261 ‘GF 


062 °LL 


91g ‘er | 


<= 


SP BLZ 





£92 ‘8% 


gee ‘6 
918 ‘F 


926 ‘81 
69 ‘6 
821 ‘G 
949 '8 
6L1 ‘6 
SsI‘¢ 
€81 ‘OL 
¥8 ‘OL 


260 ‘OL 
RSP LE 





68 "ES 





£19 ‘6E 


IS ‘Ib 


2b ‘08 


6L8 ‘ZI 


OLP 6% 


6bP PE 





L0¢ ‘T 
681‘ 
626 ‘L 
ITt ‘6 
Lgb % 
6108 
262 ‘% 
6L¥P 

sipjj0p 

000'T 





866 ‘¢ 
£96 “8 
618 % 
0gL ‘6 
894 ‘€ 
86 ‘9 
260 ‘2 
gor % 
8107/0pP 
000"! 


r16‘b 
O18 ‘eI 
£h6 6 





, ou100 
-u! 
ssoipy 


9 SULIB) 
uo poums 
-u0o 
suayoryo 
JO OnTBA 





sideoed 


| 

| 

| (so[es) 
| 

|} Yyseg 


peonp ,| punod 
-o1d sod 

| sueyoryo | eonid 
| JoonyeA | uney 











196 8 





peuns 
-u0g 


spunog 








ZEh 
£89 'F 
ast % 
BOG *L 
9% 
$10 'P 
268 ‘F 
Ggs ‘T 
spuds 
-nNOuL 


O82 ‘1 
GGL‘ 
OF0 ‘9 
9106 
e¥6 ‘T 
P89 ‘9 
£29 ‘T 
808 
spups 
“Noy 





peonp | 
“Old | 
| 


PIs 





9 PIOY 
-osTioy 
WIv] 
ul 
pemins 
“uo: 


| SOF 611 


LIP ‘SZ 


-~ 


$96 ‘¢ 
120% 
98 

960 ‘T 


| €6¢ 


[Zé 
699 
O1% 
S26 
£92 
028 
PLL 
160 





be6 





spuns 
-n0u.L 





aswoso | aseezo | 


-uy 


| 
¢ A1OVUVA 
“Ul Ul OSUBY,) 


Jequinn 


282 ‘ 
ZL ‘ZT 
690 ‘8 
£68 ‘OT 
L19 
SIF ‘OL 


» poonp 
-O1d 


¢ Spalq 
aInyeul 
Jo sso’y 


} 
| 
| 





eh 
LL 
Zo6 
$68 ‘81 
0% 
OL ‘@t 
6g ‘9 
190 ‘% 
spups 
-NOYUL 


UOPSULYSE MA 
UPBAON 
a. 28 
Ruozuy 
~-OOIXOJY MON 
; “OpRsojog 
~~" "BUINIOA AA 


“-"-BURTLO FY 


“-""Telyueay qynog 
“"""SBxXO LT 

BUIOYyLLXO 
“7 ">" BUBISINO'T 
"7 -"""“SesuByly 
~~" dd Ississi py 
RUIvgeLy 
dessouue |, 
Ayonjuey 


woes oHueyyy qynog 


eploly 
BIdI004) 
“-""""BUTTOIBD YQNog 
BUI[OIBD WON 
BIUIZITA 380A 
BIUIZILA 

purpAlsyy 

DIVMBLIC 





| ¢ postey 





UOISIAIP PUB 9]RYg 





ponuyuogj—, sver ‘sanig fiq ‘amoour ssouBb pun ‘s}d1a004 ysvo ‘uoursodsip ‘uoyonpoid Wid :suayItYD—'FOG AIAV 





1049 


“vod 941 SULINpP ssoquinu AL1OJUIAUT [ “ULL UT OsUBYyO 

‘soTMOMOO [RaANy[NoWSy Jo Neeang :aoun0g ‘| “UBL PULTE UO SUBAITYO OINyRUT JO WIA 9} SULINP SSOT YIVEp Ssoy ‘Posted SUBYOIGO 

‘ . *| ‘uur PUL UO SUBYOIYO oiNyeui JO ABOA VT SULINP sso] YIBECT 

“sl20npoid jo Spjoyssnoy Ul PeuINsuod asoyy JO any{BA snyd ‘seTes JO eN[BA 2 “ina ayy ZULIMpP SuUayorYO ZuNOA puvw SHOYo JO sso, YYwap ssay ‘poayoywy SHOrqo yeqO,7, 
‘s190Nnpoid WIB] JO Spjoyasnoy UT PeuINsUod SUdAIIYO 9 “UOTON Pod JaT[OIG [BO1J9WIUIOD BpNpPUl JOU SeOc] 


~ 
1» 
oO 
_ 
i 
° 
M 
ae 
: 
a 
: 
1S) 
< 
Z 
© 
— 
eH 
ie) 
=) 
a 
oO 
= 
Py 
ae 
MQ 
Z 
& 
i 
25) 
a 





83473—51—pt. 2-26 


; ; 4 | 
192 ‘Le2 | 196 P61 | ZS | 820 ‘tL | 9-0¢ | soe ‘z -----1 Ope ‘ge 


| s : . “ BA Xs OIE Beir tine 








8969 =| e80'ST | 698 6 29 «| 6 TE | 190‘sb | 222 ‘908 


098 “62 i ¢ | 16 2 | ‘CS ¢ 680 ‘9% 
; | [Of *s 





2B 
= 
fas 
) 
M 
= 
4 
aI 
= 
a 
: 
5 
= 
Z 
S 
3) 
=) 
a 
} 
Pe 
Ey 
a 
Z 
ia 
fe 
ia 
a 


BUC ‘RI 
gly 9 
129 ‘II 
£0€ ‘2 | 
612% 


| 999 ‘ST 
| 408 ‘61 
9°LZ Ig ‘Y 


| G61 “FS 
| Sb8 ‘9 
| 698 ‘T 


GIO ROD 
O86 “£% 
GS ‘bP 
PIL ‘SZ 
893 ‘8 


Lg “T 


| 280 9 | gos 
| 826 ‘I | 9% 


| | 














219 ‘LET 


£0% | 986 '6L¢ 


| 969 ‘LPI 


bob “E92 


| 
POL ‘ZI | 


| 216°2 | bY “ELI | PRL e | 866 ‘F6T 





682 ‘OT 
LLL ‘LT 
269 ‘OL 
19% ‘¢ 

oss ‘0g 
$9E “6E 
SbF ‘LZ 


969 ‘EI 
ge2 ‘8 
LLL ‘S 
IEP ‘6 
269 ‘ZE 
OT8 ‘2% 








$62 ‘TFL 


962 ‘OE 


66% ‘OTT 


£98 ‘6c 
PET 89 
C80 “Lb 
019 ‘61 
990 ‘60T 
086 ‘L¢1 
SSI ‘SII 


£‘6l 
102 | 
9°81 
| 
} 


| LE ‘$Z 
208 ‘0Z 








| 


| #6 


| 
| 6 626 ‘Iz 
| 








& 9% 169 ‘IZ 


899 ‘9 


| GLL ‘FE 








666 ‘1% 
96 “bZ 
O9T ‘Ze 
OF0 ‘TE 

2 ‘TE 


TIT ‘g 
918 ‘F 
PPS ‘2 
999 ‘¢ 
699 ‘2 


888 ‘OT 
O8$ ‘61 
919 ‘F2 
PLE ‘SZ 
T¥0 ‘2 


| 
| 
| ¥ 


8% 'L9 


OF ‘18 








969 ‘TZT 


296 ‘FT 
£9¢ ‘FT 
689 “02 
60¢ ‘IZ 
899 ‘ST 


G2e ‘F 
ees ‘¢ 
08s ‘9 
£9 ‘¢ 

‘9 














962 ‘EST 


696 ‘FI 


292 ‘SIT 


e¢e ‘ShT 





6Fe '6F 





1 8U09 
“ul 
ssoiny 


9 SULIB] 
uo paurns 
-u00 
| suayoryo 
| Jo anyeA | 








£20 ‘eh 





(soTes) 
syd 19001 
yseo 


| 
j 
| 


P19 ‘Es 


peonp 
-oid 
suayoryo 





| JO anTBA 


163 ‘E8E 


2 ‘89 


Te9 ‘22 





| 689 6 





Teh ‘SSI 
O89 ‘66 
eel ‘cs 





punod 
aed 
eord 
Unt y 


221% 
spunod 
000°! 


¢ prog 
-osnoy 
ule 
ul 
peuns 
“u0y 





spunog 





269 ‘891 
ge ‘19 
298 ‘LOT 
GlZ ‘1% 
bol ‘b 

289 ‘88 
£86 ‘8 

£66 ‘IZ 
ZTE ‘6% 


peonp 
-O1d 





£t9 ‘2 
008 ‘OT 
10S ‘LT 
829 ‘b 
EOL 

zt ‘9 
628 ‘T 
12s ‘€ 
CLL ‘tb 

spups 


Lb6 ‘E 

166 

6RF Z 

90¢ 

96 

069 

61% 

Rez 

eh 
spuvs 
OWL 


9 PIOY 
-osnoy 
ULI} 
ul 
pourns 
“uo, 





| 


spuns 
-N0OYL 


O8SBIlO 
-9q 


| cog 


| 280 ‘0z 
169 ‘61 


220 ‘Of 








£96 “F6 


026 ‘LOT 





LEL ‘% 

| OFS ‘T 
126 ‘T 
FSS 
¢¢ 
6S¢ 
FIT 
bLZ 

| $c¢ 
spuns 
-NO“L 


asBaio 
-uy 


¢ AIOVUGA 
-Ul UT asuBYO 


12e ‘bE 
| 2E8° 
| 116‘ 
| 89E “ 
FI6 
OLF 
| Bel 
| est 
| spuvs 
| -ROWL 
| 


+ poonp 
-O1d 


Joquin N 


Til ‘OF 





¢ Sp4iq 
ain}eUul 
JO ssor’y 


2 pastey 





puepAue =H 
DCABIC] 


|-[BI9U9Q YON 390A, 


~"SBsuBy 


VMO] 
“ROSOUUT IT 


[BUIO YWON sey 


UTSUOODST AA 
~~ URZIQoIAy 


oUeyyY YMON 


~-31uealAsuueg 
Aaslof¢ MON 
“yIOX MON 
qnoroouUu0Z 
S}asnyorsse yy 


~~ gayysdurepyy MON 
auleyy 


Ip pus oe) 8 


1 6761 ‘saqnig fiq ‘aumoour ssou6 pun ‘ead t0004 ysDo 


~Gge ATAV 


1050 


‘uowrsodsip ‘uoyonposid WADy :8UIYILYD 





1051 


*SsOIMLOUONW [BINI[NOLISY Jo nveing :aouno0g ‘ : 
“[ “uve pUuBY UO sudyoIYO dINJeU Jo BIA OY} ZULINP sso] YIep Sse] ‘posivs SUIYIIYH + 
“s1oonpoid Jo sppoyssnoy Ul paeuINsuod Vsoyy jo aNn[ea snyju ‘seTes JO onTeVA , ‘[ ‘uve puvY UO SUdIYIIYO oINIwuU Jo IWOA BY} ZulINp sso] YE] ¢ 
“si90Npold UlLLe] JO Spjoyssnoy Ul peUINSUOD SUBYIIYO 9 ‘se04 043 BULINP SudydIYD ZUNOA PUB SYOIY jo ssoy YIvap Ssef ‘payoiey SyIIYO [BIO], ; 
“IBdA OY} ZULINP sioquinu AJOJUGAUI [ "ULF UT BFUBYH ¢ *molJoNpoid J9[IO1g [BIOIBUTUIOD OpNUT }0U S20Cq | 





| | | | 
Lg2 ‘gOS 66% “LIL L°9% 920 ‘996 ‘I| OLT ‘TZ9 | 19b ‘ISL ‘Z| $62 ‘OFF 692 ‘IST PIS ‘ZE | 29g ‘O99 GEL ‘es ew... = 897818 peu 
| | 


ose‘ze | szo’so | 1'8e | 2ez‘sor | sores | oct ‘eee | 112 ‘et 

















Zee “ET 122‘b | ble ‘19 Z18 ‘8 9ST “OL T1049 AA 
S8L ‘02 & 6% €8t “TZ 629 “OL 221 ‘26 €L2 ‘61 122 ‘€ $98 '% | Sos ‘sz OL ‘+ 896 “6Z BIUOS TB) 
110 ‘+ £68 *¢ 0°1Z FS8 FI TOL *S 10€ “€ ZLE ‘I oH6 ‘Fb 622 129 ‘¢ u0sI10 
: 6LF ‘OL 68% | 908 ‘9% StL '8 91F ‘9 L81% ‘ 90 ‘I UOPBUTYSE AA 
ese "9% £68 624 etl £9 Pee ae es 
2o9 ‘fF "cS O0€ “ST 618 “T Seg £29 
Z9F I T8¢ 9ST 
: 8SZ 1& 
28 *¢ ; £08 ‘T liz 
PFS ‘I . : 96F SST 
LyL’€ . BOE “T id vOS 
TSB *E . POT ‘T LIP 


908 ‘TET 9" €10 16% | LLb ‘SST 229 “166 Ee, £20 ‘OFT 982 ‘9T 




















£99 ‘FE : £22 ‘08 OFL ‘OF L¥6 ‘OST ; LOF ‘BE ra. Vee es a ee SBXAL 
888 “ET ‘ SES “6E RES “OZ 1¥8 ‘29 ZLP ‘LI ~~ BULOYeTAO 
See ‘ZI J 986 ‘2 H9E “LT QLI “Se . 208 “6 
869 “IL " 196 ‘9% 126 ‘ST . 268 ‘ZI 
906 ‘ET 4 £92 ‘GE | 899 ‘9T ( 9¢ £19 ‘FI tddisstsst jy 
906 “OT 296 ‘LT FZ1 “0% 1% 1¢8 ‘ZI 3 eureqely 
SRE “CT ; ZBI ‘SE PE “FZ % 4 : | 96E ‘ ; ‘inGeeriage 
SOT ‘ST : | 86 ‘6E 822 ‘TE \ Z | OC i ¢ iopeeaemiiaaie aeatiee 








-_ 
an 
i) 
Sal 
fs 
5 
MN 
a 
A 
a 
a 
Z 
= 
oO 
< 
Z 
3 
— 
= 
2) 
D 
a 
S) 
rs 
a 
= 
2) 
Z 
=) 
al 
eI 
A 















































16¢ ‘89 elp're | sze‘ee | 110‘oL | 6° | rec ‘ezt | 6gb ‘19% | Leb ‘Oe “| orp ‘t | tee ‘2s » eee ee | anuepV yINog 


624 ‘F | 966 ‘I eet | "ge 98 909 “F 
St ‘U1 | 268 SES “e 96¢ * 92S ‘s O08 “92 ; | : 3 } 
102 °L ore ‘T | 9° i 8°62 Tg ° SZE TZ ¢ ‘eZ “ c ( | | i Bulorey qa 





_ 
an 
a 
_ 
fey 
cS) 
RN 
S 
A 
fa 
a 
iS) 
A 
fi 
= 
< 
< 
Z 
S 
_ 
= 
o 
5 
a 
3 
& 
Ay 


NSE 


-" 
“4 


DEFF 


1052 


*Aljsnpuy [Buu JO nvaing :s01n0g 


“SIsA[BUY ILO 
Jo 194S1Z0Y “Gg “GQ 10} payyuqns sayeprpury paeeiZ!peg JO p10d0y 0} Zutps09de *sayeprpuvo 
jo saqminu 94} Aq 1veA oY} ZuULINp ple] sZFe Jo Joquinu ey) ZuTprArp Aq peynduloy, 


“Spd ‘dO US “QD Jo sdurjvur apeur-apsurs ¢ 
“(ey Arve 
JO JOUIUINS OR] OY} UT ZuTAR] uTSeq sayeprpuvo IsoP_ “PIG YoRa Jo 330 4siy Jo ojep WO 
SARP COE SIBAOD IBOA OY} “YILaJX JO JOISIZEY “Gg “Q PUv <oUBUIIOJIOg JO PlODVY "SO IOTz 
*sAel] ZuTyo VY pus suyyeqnouy 
yiIog Zuypnpul ‘ploy [[-4 sioyeqnouy oy3 S#Z0 Jo Jaqumu 9qj Jo SuNeVs s,JomMounusvyy ; 





ObL SF8 ‘OL TS8 ‘S61 
L6P ‘L61 
EST “0%z 
699 “LIZ 
E81 “ELI 
Pes “6ST 
CR9 “1ST 
220 ‘O9T 
696 “PS 

LtP Pht 
LE6 “FZ1 
EST ‘ROI 
Z0Z ‘ZIT 
L¥S “99 

4IQUNN 








LIQUNnAT JaquUenny JaQuUuenn 


LaQUenny 
, uofjonpoid | » uorjonpoud 
23a IAvIVIAV Bo OFRIVAt 
sioqysneqd saojgyan 


doquin Nn , uofonp 
-01d 350 


OBRIOAY 


¢ S8ulRUL 
‘dous'a 
Ul So(Rule gy 


pajysoudey 
seayep 
-Ipl 
SuIe(T 


2iWeyy Jo JoysiZ0y “Ss “9 2 DOUBULIOJIIg JO ploooy “§ “O 


Leo “b 
SE 
$o¢ * 


O0O0L 269 “90T £92 “L9E 
60F £L8 “£6 P6Z 
16 SLE “L6 e1¢ 
16¢ | €€9 ‘COT €e9 SbF * 
606 PEE ‘TH €St 786 
Z6S 829 “EL 693 Isl 
Zee PRS ‘IR O80 
Fes 699 ‘69 
189 “69 
9ET ‘6S 
6S¢ ‘OS 
169 ‘ZF 
OZS8 “82 
gee ‘oe 
| 2S E18 “Z 
| spunsnoy, |, A4AQULNAT 


916 
629 
£82 
€2¢ 
26 ‘ZS 
990 “8 


ULNA SPUDSNOY,L 


Syoo| 4 S¥oo[ 4 os 334 JoQ tun nN 


syooy Ajddng saloyoqe 


OY-GEG ‘UuDdjq Juauaaosdiay Aaynog JOUOYDNY ay) UL UOlPOdWIAD 2sUuayoly4D—'99E AIAV T, 





DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 1053 


Mr. Brown. Call the next witness, Mr. Clerk. 
Mr. Hauuauan. Mr. Chester B. Franz. 
Mr. Brown. Proceed, Mr. Franz. 


STATEMENT OF CHESTER B. FRANZ, PRESIDENT, ASSOCIATED 
POULTRY AND EGG INDUSTRY 


Mr. Franz. Mr. Chairman, our statement is more or less an anti- 
climax to back him up, and I would just like to take not more than 
5 minutes. 

Mr. Brown. Very well, proceed. 

Mr. Franz. My name is Chester Franz. I represent the Associated 
Poultry and Egg Industries, which is an organization reaching from 
the producer to the retailer and covering operations of close to a 
million individual producers, distributors, and dealers, speaking as a 
unified voice of the following member organizations representing all 
phases of the poultry industry on a Nation-wide basis: 

National Poultry Producers Federation 
International Baby Chick Association 
National Turkey Federation 
Institute of American Poultry Industries 
National Egg Products Association 

National Poultry, Butter and Egg Association 
Chicago Mercantile Exchange 

Northeastern Poultry Producers’ Council 
Southeastern Poultry and Egg Association 
North Central States Institute. 

Pacific States Dairy and Poultry Association 


We wish to make clear at the outset that we of the poultry industry 
are keenly aware of the grave world situation and the dangers now 


confronting our economy and our Nation. 

Realizing the dangers of inflation and wishing to avoid any regula- 
tions that might further aggravate inflationary trends and at the same 
time keeping in mind the best interests of producers, consumers, and 
the possibility that the Nation may have great need for expanded 
production of all quality poultry products, we are therefore opposed 
to any extension of title IV of the Defense Production Act of 1950 and 
to the enactment of the Defense Production Amendments Act of 1951 
as set forth in H. R. 3871 as they concern the poultry industry. 

We take this strong position because we believe that such controls, 
if maintained, extended, or amended as suggested, will— 

|. Be contrary to the intent of Congress as set forth in the Defense 
Production Act of 1950. 

2. Sharply curtail quality production. 

3. Lead to capricious and inequitable price results because of unusual 
marketing factors typical of the industry and varied geographical, 
seasonable, and perishable characteristics of the products. 

4. Create havoc among legitimate operators, as proved by experi- 
ence with past regulations and force the industry into restricted 
operations, thus encouraging the vast expansion of black marketing. 

5. Place a tremendous drain on the Nation’s most scarce commodity, 
inanpower, in the attempt to enforce unworkable regulations covering 
the myriads of grades, types, classes, and units of products and 
operations in the most widespread agricultural industry in the Nation. 
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6. Reduce the available supply and increase the difficulty of obtain- 
ing poultry products for the armed services, as proved by the necessity 
for embargo and freeze actions during the last emergency. ; 

7. Destroy the incentive of the poultry producer to expand his 
production, though he has demonstrated beyond challenge that. he 
produces meat in less time, with less feed, and with less labor than 
does any other meat producer. 

8. Create price disadvantages to both producer and consumer 
through increased processing and distribution costs because of diverted 
volume away from legitimate channels, to say nothing of compliance 
costs. 

9. Result in the unnecessary waste of millions of pounds of 
byproducts (feathers, fats, proteins, medicinals, fertilizers, and so 
forth) through diversion of poultry products from legitimate channels 
where they are now salvaged and utilized to benefit the national 
economy. 

From experience to date under the provisions of the Defense 
Production Act and our vivid distasteful recollections of conditions 
that existed under NRA and OPA, coupled with our intimate know!- 
edge of our own industry, we are forced to make the following con- 
clusions: 

1. We must oppose any extension of title IV of the Defense Produc- 
tion Act of 1950 as it concerns poultry products. 

2. We must oppose in principle the proposed legislation S. 1397 
and H. R. 3871 and specifically as they would affect the poultry 
industry. 

3. The proposed legislation not only fails to accomplish the control 
of inflation, to benefit consumers, or to improve the Nation’s defense 
program as it relates to the poultry industry, but such controls on 
poultry products have been forcefully demonstrated to be unworkable 
and unenforceable in every attempt that has been made in this 
country, or elsewhere, because of the widespread, almost universal 
nature of the producing industry, the large proportion of direct 
producer-consumer sales, the perishability of the product, grade varia- 
tions and the small size of its marketing units. 

4. That the great flexibility of the production potential of our 
industry is the surest guaranty of adequate supplies and reasonable 
prices. The industry has demonstrated that our production can shift 
and change quickly and dramatically. For example, during this past 
8 weeks, potential production of commercially raised chickens has 
averaged 30 percent over last year in response to uncontrolled markets 
for the producers. To shackle it with controls would destroy this 
flexibility and create chaos in the industry that supplies the Nation 
with one of its chief sources of protective foods. 

Now, we are fully convinced that price control will not work in 
our industry. 

Personally, I am a producer and a processor. I produce commercial 
chickens and turkeys, and also process the same. 

I think I have a couple of points that are indicative of what our 
industry can do. 

Dr. Carpenter showed the chart showing the growth of chickens. 
I would like to convert that into a very pointed fact. 

During the last 8 weeks, the commercial chicken production of 
this country is 30 percent higher than for the same period last year. 
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I make one statement: that 30 percent is approximately 15 million 
pounds of meat per week, and I estimate—and this is only my per- 
sonal estimate—that that, gentlemen, is enough to supply the entire 
Armed Forces requirements of poultry products for 1 month. 

In other words, the production increase we have established in the 
past 8 weeks over last year, the same period, I estimate would supply 
the entire Armed Forces requirements for approximately 1 month, 
and they are using a lot of poultry. 

Mr. Brown. I don’t see why you fellows are disturbed. 

Mr. Franz. That is the second point I would like to make, sir. 
Section 4023 (d) of the act says no ceiling shall be established or 
maintained on any agricultural product selling below a hundred 
percent of parity, and so forth. 

In the general ceiling price regulation, gentlemen, with respect to 
agricultural products, selling below a hundred percent of parity, we 
find the words “Ceiling price’’ with respect to these products, seven 
times on one page, and every segment of our poultry economy, except 
the producer, is now covered by regulations. 

Incidentally, if I pay more for 10 pounds of poultry than I have 
paid up to now, I must dispatch a registered letter to the Office of 
Price Stabilization, showing the increased cost, the fixed margin added 
to it, and therefore, my new ceiling price. And, gentlemen, ceiling 
price, as used in the regulations with respect to products selling below 
a hundred percent of parity, seven times within one page, how to 
establish your ceiling price. 

Now, they have exempted the producer, it is true, but every other 
segment of our economy is frozen by margins, and we contend that 
that cannot work, gentlemen. 

Mr. Muurer. It can’t work, in the other industries or in yours? 

Mr. Franz. In our industry, sir. I contend we are doing a 
beautiful job, in the production increase that we have attained and 
I hope that you will have an opportunity to couple our statement 
together with Dr. Carpenter’s. 

Just this morning, I can show you that for the Decoration Day 
holiday, here are frying chickens at 45 cents a pound, and we come 
down to frankfurters at 59 cents a pound. Those are commercial 
fresh frying chickens of the finest quality. 

A large ad on eggs, at 59 cents. We think of a dozen eggs as a unit. 
Gentlemen, a dozen eggs is a pound and a half. 

_ Mr. Muurer. That same store will have some eggs when you walk 
in, which they will sell you at 89 cents a dozen. 

Mr. Franz. Yes, sir. Those are large, grade A. That is a top 
grade of eggs. 

In partial comment upon your statement about this parity at the 
beginning of the season. We know that we ahave a terrific flush of 
egg production in the spring. That is normal. How could we establish 
a seasonal parity to carry through the year. This is the season of 
reasonably priced eggs. 

_ Mr. McDonoveu. Do you know anything about the speculation 
in the egg market, after you deliver it to the wholesaler? 

Mr. Franz. Speculation in the egg market? 

Mr. McDonovenu. Yes, sir. 

In other words you are a producer. 
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Multiply yourself by the thousands in the business, and you 
deliver to the market a great many eggs. 

Mr. Franz. Yes, sir. 

Mr. McDonoven. From then on they are out of your hands. 
Then the market is speculated on by the wholesaler to the retailer. 
What is the change in price from that point on? 

Mr. Franz. It is quite a complicated statement, and I believe that 
I might say it simply, sir, in this way. That the direct movement 
from farm to consumer, such as these eggs, is a very fast movement. 

Mr. McDonoveu. That is to a chain store. From the farm to 
the retailer? 

Mr. Franz. Now, there is a great surplus of egg production which 
goes into many commercial uses, bakeries and institutions of that 
sort, which, in many cases, have to backlog their year’s supply during 
this spring season of flush, and there are buyers and sellers on the 
speculative market who are willing to absorb that enormous exira 
production in the springtime if the price is such that they feel they 
can earn a profit. 

Mr. Mutter. Are those grade A eggs fresh eggs or cold-storage eggs? 

Mr. Franz. Anyone who sold storage eggs at this season of the 
year, our maximum production period, would be very uneconomic. 

Mr. Mutrer. During the flush season are there not many eggs 
bought up in the flush season and put in storage and not released to 
the market? 

Mr. Franz. Not a large percentage of the total output. There is 
a large number of eggs because it is a large industry, and at the same 
time these eggs are being sold there are eggs going into storage, during 
this spring season, to take care of your fall and winter demand. 

Mr. Mutrer. And that fall and winter demand is what Mr. Brown 
referred to for which he is paying more money, and yet it is a spring 
crop? 

Mr. Franz. I imagine, Mr. Brown is referring to the fresh eggs 
which are available. There are still fresh eggs at that time. 

Mr. Brown. Late in the fall, eggs are 35 to 50 percent higher, 
every year. 

Mr. Franz. Yes, sir, that is a seasonal trend. It is being gradually 
corrected by attempting to commercialize the quality egg production 
over a 12 months’ period, and we are lessening that difference. 

Mr. Mutrer. Your thought is that we should allow your industry 
to have a free market. 

Mr. Franz. Yes, sir. 

Mr. Mutrrr. And let the consumer demand control the price. 

Mr. Franz. Yes, sir. 

Mr. Muurer. And stop inflation by additional taxes, then? 

Mr. Franz. | am not prepared, in the short time, and qualified to 
comment on the additional tax feature. 

Mr. Mutrer. You don’t want direct controls, but you want indirect 
controls. 

Mr. Franz. Over money. 

Mr. Mutter. Indirect controls over money. 

Mr. Franz. Indirect control over our product by direct control 
over the money. 

Mr. Mutrer. And we control that by taking it out, taxwise? 

Mr. Franz. That is a good way. 
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Mr. Mutter. Or by limiting the profit. 

Mr. Franz. I think they are doing a pretty good job taxwise and 
probably will do a little more this year. But we contend that pro- 
duction of this type should not be shackled by controls. 

Mr. Murer. The point I am trying to make, sir, very briefly, is 
this. If we don’t control the price sate your profit at the source, 
then we will have to take it out in taxes if we follow this so-called 
plan of controlling inflation by controlling the money supply. 

Either you are going to keep the profit down or you are going to 
take the profit out by taxes. 

Mr. Franz. I would say, in answer to that, that I don’t think you 
can control the prices of poultry and egg products. You can issue 
regulations, but it has been shown in the past that only a certain 
percentage of the product moves through the channels that you expect 
it to move through, after you try to control it. 

Mr. Mutter. You did a fairly good job during OPA days. 

Mr. Franz. Under controls. 

Mr. Mutter. Yes, sir. 

Mr. Franz. It has been stated by Dr. Carpenter, with OPA officials, 
the plants were receiving, at the time of their visit, 28 percent of the 
volume that they were handling in the previous year at the same time, 
and the volume was still there. I think the poultry movement was 
not or just during OPA days. 

Mr. Brown. Thank you very much, sir. 

We will recess now to convene at 2 o’clock. 

(Whereupon, at 1:10 p. m., a recess was taken, to reconvene at 
2p. m., of the same day.) 


AFTERNOON SESSION 


(Whereupon, at 2 o'clock p. m., the committee reconvened, the 
Honorable Brent Spence, chairman, presiding. ) 

Members present: Messrs. Spence, Brown, Patman, Multer, Deane, 
McKinnon, Bolling, Fugate, Wolcott, Talle, Cole, McDonough, 
Buffett, and Betts. 

The CuarrmMan. The committee will be in order. 

Our witness this afternoon is Mr. Kline. 

Mr. Kline, heretofore we have had a 15-minute rule, in order to 
expedite the business of the committee, which is all on schedule. 

But as you represent a national organization that represents a 
great part of our agricultural population, that rule will not be applied 
to you. 

You may proceed as you desire. 

Identify yourself and proceed, Mr. Kline. 

Mr. Kune. Thank you, Mr. Chairman. 


STATEMENT OF ALAN B. KLINE, PRESIDENT, AMERICAN FARM 
BUREAU FEDERATION 


Tam Allan Kline, president of the American Farm Bureau Federa- 

tion, and I believe that the best way to expedite the business of the 

committee is to read the statement which I have prepared, and which 

isa relatively brief one, for the complicated subject which it covers. 
Mr. Tauue. Mr. Chairman. 
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The Cuarrman. Dr. Talle. 

Mr. Tauuie. Mr. Chairman, Mr. Kline is a very modest person. 
Perhaps I may say a word further in identifying him. 

The CuHarrMan. Surely. 

Mr. Tatxe. I am very proud to say that he is a constituent of 
mine, that he operates farms in one of my counties, that he is recog- 
nized as a very able farm leader, that he knows farming from A to Z, 
and has everybody’s confidence. 

We are glad to have you here, Mr. Kline. 

Mr. Burrerr. Dr. Taille, you left out the most important part. 
He started out in Nebraska. 

The CuarrMan. Proceed, Mr. Kline. 

Mr. Kurnz. Further, I would like to express my appreciation of 
the willingness on the part of the committee to allow me to testify 
this afternoon and thus make it possible for me to appear, as I am 
leaving tomorrow for the meeting of the International Federation of 
Agricultural Producers in Mexico City. 

The American Farm Bureau Federation—a voluntary general farm 
organization composed of over 1,449,000 farm families in 46 States 
and Puerto Rico—appreciates the opportunity to participate in these 
hearings on the proposed Defense Production Act amendments of 1951. 

This is a time for clear thinking. The situation faced by the 
United States today is unparalleled in our history. Our military 
forces are engaged with an enemy, but we are not in an all-out war with 
the only nation that presently is capable of threatening our security. 
Without question, our National policy is still to avoid the outbreak 
of a third world war and to build up our National military and economic 
strength as rapidly as possible so that we will be able to win if such a 
war proves unavoidable. 

As long as we are not directly engaged with our real enemy, we do 
not have the timetable. We cannot estimate the probable duration 
of the present tension or calculate when we may face the greatest test 
of our strength. We must adopt policies which will not only meet 
our present needs but contribute to the rapid development of a much 
greater National strength. Therefore, we must consider this period 
of tension and mobilization as being of extended duration—perhaps 
five, ten, fifteen years, or longer. 

In the light of this fact, we must make sure that the policies adopted 
will not only meet our present needs, but will be policies under which 
the American system can operate over a long period of time. 

We must decide how much of our resources we need to devote to 
defense, then carry the program forward on an enduring basis as long 
as the threat of war continues to exist. Our major task is to keep the 
Russians continuing to decide not to precipitate a third world war. 

Above all, we must strive to increase the productive ability which 
appropriately has been called our most potent nonsecret weapon. 
In addition, a major aim is to preserve our American system of 
individual initiative and reward based on service rendered. These 
two aims are in no way inconsistent. It is the American free-choice 
system that has created our present ability to out-produce the rest of 
the world. It is only logical that we should build on the techniques 
that have made it possible for the United States, with 6 percent of the 
world’s people and 7 percent of the total land area, to produce one-half 
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of the world’s steel. We can out-produce the Russians, but it is 
doubtful that we could out-control them. 

We could lose our freedom here at home without ever getting into a 
war. We could lose it by adopting wrong policies—by destroying the 
value of our money with inflation and by strangling the most produc- 
tive economic system the world has ever known with unworkable 
controls in an effort to conceal the inflation. Fortunately, sound 
techniques for the control of inflation are available and weil known. 
All we need is the courage to adopt them. 

The basic causes of our inflation problem lie in (1) the fact that in 
World War II, and again in our present defense program, we have 
found it necessary to divert substantial proportiens of our resources 
from production for consumption to production for defense, and (2) 
the fiscal and monetary policies we have been following. We created 
inflation during World War II when we threw our resources into the 
war effort, unbalanced the Federal budget, and paid a considerable 
part of the bill by selling bonds. The Federal debt rose from $43 
billion at the end of the fiscal year 1940 to $257.4 billion at the end of 
fiscal 1950. Much of this increase was financed through the com- 
mercial banks—a process which not only adds to the money supply 
as directly as if new money were printed to pay the bill, but also 
provides a basis for the expansion of credit, since banks can obtain 
reserves by shifting Government bonds to the Federal Reserve 
System. 

Heavy expenditures for war or defense create inflationary pressures 
by putting more dollars in the hands of the people without producing 
a corresponding increase in the things people can buy. As a result of 
the conditions which developed during World War II and the postwar 
period, our economy is particularly vulnerable to inflationary pressures 
at the present time. A very considerable inflation already had 
occurred before Korea. (In terms of its 1940 purchasing power at 
the retail level the dollar was worth only 59 cents in June 1950. On 
the same basis, today’s dollar is worth only 54 cents.) We had a huge 
Federal debt and a greatly expanded money supply; the economy 
was operating at-a high level; there was little unemployment; some 
materials were relatively short; and prices were showing a tendency 
to rise. Furthermore, people’s experience with inflation has been 
such as to encourage the kind of actions which aggravate the danger. 

The inflationary rise in the general price level which has oceurred 
since Korea is almost entirely the result of two factors: 

1. Inflation psychology, which developed as a result of irresponsible 
statements from Washington and elsewhere on the magnitude and 
ultimate cost of the defense program, doubts that taxes would be raised 
sufficiently to pay the bill, controversy over the need for price and 
wage controls which suggested that prices were going to “run away,” 
and the rumors which preceded the actual imposition of controls. 
Quite reasonably, many people became convinced that money was 
going to be cheap and goods scarce, so they rushed out to get things 
done while they could. New wage contracts were negotiated, because 
employees wanted to improve their position before the “wage freeze”’ 
and employers wanted to strengthen their ability to hold workers in 
the event a manpower shortage developed. Stocks of goods were built 
up all the way from the manufacturer to the consumer, as witness the 
following seasonally adjusted data: 
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[Billions of dollars] 


June | February 
1950 | 1951 


Monthly retail sales 
Retail inventories. - - 
Manufacturers’ inventories___.__._____- 


Source: Survey of Current Business, U. 8S. Department of Commerce, April 1951. 


2. Cheap money policies: As a result of the Treasury’s insistence 
that interest rates be kept low to keep down the cost of carrying the 
Government debt, the Federal Reserve System increased its holdings 
of Government bonds about $4.5 billion between May 1950 and the 
end of February 1951. 

This increased bank reserves and made it possible for the banks to 
increase their loans and deposits, with the result that the supply of 
money went up about $8 billion in the last half of 1950. 

We stimulated demand by causing people to think that money was 
going to get cheap; then we increased the supply of money. Is it sur- 
prising that prices have gone up since Korea? 

The declining purchasing power of money, which is the other side 
of rising prices, is a matter of vital concern to every American citizen. 
Inflation dilutes the value of every person’s wages or other income. 
It works a particular hardship on persons who have fixed incomes or 
less than average opportunity to obtain higher cash incomes. As the 
inflation progresses, it whittles away the value of cash savings, bank 
deposits, loan investments, Government and corporate bonds, pension 
and annuity rights, and insurance policies. Inflation reduces the in- 
centive to plan for one’s own future security, and increases reliance 
upon Government to provide such security. 

The value of the dollar is also of concern to every citizen, because 
the ‘free choice” system we have come to call the American way de 
pends for its successful operation upon the use of money. Under this 
system, the individual sells his goods or services for money; he decides 
what to do with the money he receives, and he knows that he can 
expect to do better individually if he strives to make his efforts pro- 
ductive than if he does not. Money and free market prices are key 
factors in determining the distribution of goods in a “free choice” 
system. If we allow inflation to destroy the value of our money, we 
will have to use ration coupons and the decisions of Government 
administrators to determine what is to be produced and how it is to 
be distributed. Such a system leaves little freedom of choice to the 
individual. It reduces individual incentive, promotes the misuse of 
productive resources, and reduces our ability to produce goods and 
services. The substitution of ration coupons and solitival decisions 
for the automatic functioning of a free market inevitably moves in 
the direction of per capita distribution on the political basis of one 
vote, one share. 

Price and wage controls are an ineffective and unworkable approach 
to the problem of preventing inflation. They are a clumsy and 1D- 
efficient substitute for the automatic functioning of a free economy. 
They cannot possibly prevent inflation, because they strike at the 
symptoms of the problem and not at its real causes. As a matter of 
fact, if a government were to decide to deliberately create an inflation, 
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it would want first to put on price controls so as to conceal from the 
people, as long as possible, the fact that the value of their money was 
being destroyed. 

By creating confusion, disrupting normal business procedures and 
relationships, ceiling regulations make the job of getting production 
vastly more difficult. This situation grows steadily worse as the 
number of regulations multiplies. Each new order inevitably creates 
new problems and thereby forces the development of further regula- 
tions and still further problems. Each step down this road increases 
Government controls over the actions of the individual and brings us 
closer to the complete regimentation of our entire economy: the com- 
plex nature of market prices, particularly in agriculture, is illustrated 
by the fact that there are over 400 recognized official qualities of war 
cotton, each of which represents a different combination of grade and 
staple. In addition, different lots of cotton consisting of identical 
combinations of grade and staple may vary significantly in value be- 
cause of differences in such factors as tensile strength, uniformity, 
variety, moisture content, maturity, and fiber diameter. The task 
of fixing ceilings on cotton is further complicated by the fact that the 
thousands of individuals and firms who buy and sell this commodity 
apply varying methods and standards in determining the value of the 
individual bale. 

It is an obvious impossibility for any group of men to fix 9,000,000 
different prices and keep them in a proper relationship to each other. 
Even if the administrators were smart enough to determine proper 
relationships between so many prices, they couldn’t change their 
regulations fast enough to keep up with changing economic conditions. 
A free market does this tremendous job automatically. 

Continued price control will lead to a breakdown of respect for the 
law, and a consequent breakdown in public morality. Price controls 
create an opportunity for the unscrupulous to make money by violating 
price ceiling regulations with only a slight possibility of getting caught. 
They establish a premium for dishonesty and violation of the law. 
They create cynicism with respect to law. An economic base for the 
support of a new criminal group in our population is being created. 
The disrespect for law created by price controls and related measures 
inevitably will result in the deterioration of the moral stamina of all 
citizens. Price controls continued for any significant period of time 
thus break down those ideals and concepts which are basic to a 
Christian democracy. 

Black markets and maldistribution are an inevitable consequence of 
price control. In the case of meat, this can mean the loss of valuable 
byproducts, including raw materials for leather and life-saving medi- 
cines. Also, in the case of meat, controls can result in health hazards, 
due to the fact that black-market operators may follow unsanitary 
practices in uninspected operations. Although meat production is 
currently at a high level and can be increased further if not restricted 
by unworkable controls, the continuation of price ceilings eventually 
will cause meat to be very scarce at regular meat counters. The 
recently announced roll-back program for beef is a bold move to 
reduce the supply of beef—particularly grain-fed beef. 

This program already has caused many cattle feeders to rush cattle 
to market before they were ready, with the result that current supplies 
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are being increased at the expense of a reduction in the total amount 
of beef we will be able to produce. 

Further reductions in production can be expected, because the 
“roll-back”’ regulations will discourage feeders from refilling their 
feed lots. 

Price and wage ceilings waste manpower, which is our scarcest 
resource. Millions of man-hours must be diverted from productive 
effort to the unproductive job of writing regulations and the impossible 
job of enforcing them. The task not only requires thousands of 
Government employees, it also forces private employers to divert 
thousands of man-hours of labor to the unproductive effort of inter- 
preting and carrying out the multitude of regulations. 

Shortages inevitably occur whenever price controllers succeed in 
depressing a price below the free market level, because the lower price 
stimulates demand and discourages production. This leads to ration- 
ing, and forces housewives to stand in line for commodities which 
we have the ability to produce and distribute in a much better way. 

In time, price controls lead to subsidies, because special incentives 
become necessary to get needed production. Subsidies increase Gov- 
ernment costs in a period when the Federal budget is already inflated, 
They conceal the true cost of an item and give the public an unrealistic 
idea of its worth. Costs become fixed at one level and prices at 
another and relatively lower level, with the result that it becomes 
very difficult to go back to a free market. Subsidies aggravate in- 
flation by increasing the purchasing power available to the public 
for the purchase of other items. 

Section 103 of the proposed Defense Production Act amendments of 
1951 authorizes the payments of subsidies to high-cost producers. In 
combination with price ceilings, this proposal would discourage the 
expansion of low-cost production and put a premium on the expansion 
of high-cost production. This approach is basically unsound. 

The American Farm Bureau Federation is aggressively opposed to 
the extension of price and wage controls beyond June 30, 1951. We 
are for a positive program to control inflation by making a bold attack 
on its real causes. Our position is based on resolutions adopted by 
the elected delegates of our member State Farm Bureaus at our 
annual meeting in Dallas, Tex., last December, which read, in part, 
as follows: 

The inflationary pressures generated by our present national-defense program 
make effective action to stabilize the purchasing power of the American dollar 
more urgent now than ever before. 

Inflation cannot be stopped by price, wage, and ration controls. Such measures 
deal with symptoms rather than fundamental causes. They interfere with pro- 
duction; impair the flexibility of our economy; reduce our capacity to expand 
output; require huge administrative staffs; and invite black markets. We face 
an emergency of indefinite duration. In such a situation the premature adoption 
of price, wage, and ration controls could strangle our economy to the point of 
— our ability to fight an all-out war should such a conflict prove unavoid- 
apie, 

American farmers have produced beyond belief in times of need and we pledge 
ourselves to ample production now. We believe that if we are given full infor- 
mation as to production desired, and if productive aids are made available to us, 
we can produce more food and fiber more efficiently if controls are held to an 
absolute minimum. We insist that we be given an opportunity to demonstrate 
our productive capacity without controls. If total war forces the application of 
pees and wage ceilings, we will insist that they be applied on an across-the-board 
2aSIs. 
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The present situation calls for a bold attack on the fundamental cause of infla- 
tion, which cause is an increase in the supply of money in relation to the supplies 
of goods and services available to consumers. 

Most importantly, we must pay the bill. There is no possibility of controlling 
inflation without taxes high enough to get on a pay-as-we-go basis, 

We must strive to meet increased demand with increased production wherever 
possible. To do this we must enhance the opportunity of individuals to be 
productive, and increase the length of the workweek. Strict Government 
economy is a must. Nonessential Government expenditures must be eliminated. 
Necessary Government borrowing must be planned so as to prevent an increase in 
the Government debt to the banks, because such an increase would both directly 
and indirectly increase the supply of money. To this end we urge that efforts to 
sell E bonds be intensified; that careful consideration be given to the desirability 
of offering additional inducement for holders to reinvest the proceeds of maturing 
E bonds in Government securities; and that steps be taken to prevent a further 
shift of non-bank-held negotiable bonds to the banking system. 

The national debt should be so handled as to make the maximum contribution 
to price and economic stability, rather than to finance the debt at a minimum cost. 

Monetary and credit policies carried on by the Federal Reserve System cannot 
alone achieve a stable level of prices. Yet they are an important factor and 
should be geared toward that objective. 

The Federal Reserve’s authority to vary member bank reserve requirements 
should be increased. If the inflation threat continues, reserve requirements for 
banks should be raised, with appropriate adjustments in the bank holdings 
eligible to be counted as reserves. 

The Government’s pre.ent policy of restricting the expansion of housing and 
installment credit should be continued in effect, with such adjustments as may be 
necessary from time to time to keep these restrictions consistent with the require- 
ments of an effective program to contro! inflation. 

The expanded defense program made necessary by the current international 
situation is adding many billions to our Federal budget. As a fundamental step 
to prevent this program from touching off a run-away inflation, we insist that the 
legislative and executive branches of the Government take the necessary action 
to place Federal spending on a pay-as-we-go basis. Neither Government ineffi- 
ciency nor the waste of manpower or material can be tolerated. Economy and 
efficiency must be achieved to minimize the additions which a pay-as-we-go 
program will make necessary in our already heavy tax burden. We insist that 
all nonessential Federal expenditures be eliminated; and that all expenditures be 
reduced to the minimum necessary for the national interest, essential world aid, 
and adequate national defense. No Government expenditure should be exempt 
from scrutiny by both Congress and the administration to determine whether it 
can be reduced or eliminated without impairing an essential governmental func- 
tion. While the nature of military operations makes some waste inevitable, it 
is nonetheless urgent that every effort be made to get the most out of the money 
appropriated for defense. 

Costly new programs should be deferred except where immediate action is 
essential for the national defense. Now, during a period of high employment and 
searcities of many essential materials, is not the time to add new services or 
construct works which can he deferred. 


If we really want to control inflation, and our national welfare 
demands that we do control it, we must do the following things: 

1. Meet increased demand with increased production wherever 
possible. This will be much easier to do if we discontinue price and 
wage controls and thereby avoid strangling our economy with unwork- 
able regulations. 

2. Eliminate all nonessential Federal expenditures and _ institute 
real efficiency in all Government activities, including defense. The 
bill must be paid. We must make the hard decisions necessary to 
insure that we get a bill which we can pay. 

_We believe that Congress can, and should, make a 20-percent reduc- 
tion in the administrative expenses of the activities of Government, 
including those in the Department of Agriculture, not directly 
connected with the national defense. In the present situation, we not 
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only must cut administrative expenses, but we must also cut non- 
defense program expenditures throughout the Federal budget. As 
indication of our willingness to do this in agriculture, we have recom- 
mended that the authorization for a 1952 agricultural conservation 
program be reduced from the budget estimate of $285 million to 
$150 million. 

3. Continue to emphasize measures to restrain credit. 

Selective credit controls, such as have been applied to installment 
buying and home financing, can help, but measures to restrain the 
over-all expansion of money and credit are more important. 

4. Encourage increased private saving. 

This will be much easier to do if we adopt a realistic program to 
control inflation and thereby reassure our people as to the future 
value of present savings. 

5. Continue to stress the sale of Government bonds to individuals 
and nonbank investors and take steps to prevent a further shift of 
non-bank-held negotiable bonds to the banking system. The establish- 
ment of confidence on the part of the people that inflation is going to 
be curbed is a prerequisite to an accelerated voluntary savings pro- 
gram. The average citizen wants to know—and has a right to know— 
that the purchasing power of his investment in bonds isn’t going to be 
diluted so that a bond buys less at maturity than did the original 
amount invested. The people of America are looking to the Congress 
of the United States to take such action as will provide this assurance 
to them. 

6. Manage the public debt so as to make a maximum contribution 
to price and economic stability instead of with the objective of keeping 
interest costs at a minimum. This means that the Federal Reserve 
System must discharge its statutory responsibilities by relating its 
purchases and sales of Government obligations to the Nation’s need 
for money and credit instead of endeavoring to peg the market. 
Considerable progress has been made in this direction since the 
Treasury and the Federal Reserve Board reached their so-called 
accord on debt management policies. 

7. Finally, we must pay the bill through higher taxes. 

It is a delusion to believe there is any other alternative, or to 
believe that price controls in any way contribute to the solution of 
the problem. If the bill is paid by taxes, people will know that they 
are paying it, and we will have the opportunity to distribute the 
burden equitably on the basis of ability to pay. At the same time, we 
can reduce the inflation threat by bringing consumer purchasing power 
more nearly in line with the available supply of consumer goods. 

The Farm Bureau is fully aware of the threat of excessive taxes to 
a free system; however, we must choose between alternatives. ‘The 
real cost of war or a defense program occurs when labor and materials 
are diverted from civilian uses to the creation of military strength. 

As the Government spends the money, the bill must be paid, either 
by taxes or by inflation. We prefer to pay it by taxes, and have 
recommended a pay-as-we-go tax program to the Ways and Means 
Committee. 

Inflation, on the other hand, is an insidious and inequitable way o! 
paying Government costs. If we inflate, there is a good chance that, 
even though we successfully avoid a third world war, we will substitute 
a vastly extended control system for our American way in the process. 
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Farmers are entirely willing to bear their full share of the sacrifices 
and costs involved in the investment in national defense called for by 
the world situation. Some will inevitably assume our opposition to 
price control springs from selfish motives. Let us point out that, if 
the 7-point program outlined above is carried out, farmers, along with 
everyone else, will pay more taxes and all prices will be restrained as 
the effective anti-inflation measures take hold. Although we are 
vigorously oppose to price and wage controls, we are just as vigorously 
for price and wage stability. Weare fora tough stabilization program. 
Direct price and wage controls have no place, either alone or in con- 
junction with other measures, in a “well-balanced”’ anti-inflation pro- 
cram. As a matter of fact, with price and wage controls available to 
create the delusion that the value of the dollar is being stabilized, any 
government is far more likely to follow inflationary policies than if such 
controls are not available. 

All of the above seven points are important parts of a sound anti- 
inflation program. Each supplements the effects of the others. For 
example, a high level of production will do much to hold down prices 
of individual commodities, but we must recognize that production 
alone cannot solve the inflation problem. When we increase produc- 
tion, we also increase income. Consequently, increased production 
cannot completely close the gap that exists, by reason of the fact that 
the defense program is creating purchasing power without producing 
a corresponding increase in the supply of goods to consumers. Fur- 
thermore, the effects of increased production on the general price 
level could be dissipated by failure to adopt appropriate policies on 
taxation, debt management, and credit. Likewise, the fact that the 
Federal budget has been more than balanced since Korea makes it 
clear that a pay-as-we-go tax program must be supplemented by appro- 
priate policies in other fields if we are to prevent further inflation. 

Price and wage controls have no place in this coordinated attack on 
the inflation problem. Leading proponents of this economic nar- 
cotic have told us that if we will use the ‘‘stuff’”’ for 2 years, we will 
then be able to put it aside and return to a free economy. There is 
nothing in the picture to indicate this is so. In fact, if we use con- 
trols to suppress prices and then go ahead and inflate by adopting 
wrong tax fiscal, and monetary policies, it will become progressively 
more difficult to remove controls. Once we get into a situation where 
the removal of ceilings would result in an explosive rise in prices, it 
will be politically impossible to go back to a free choice system. 

In the interest of getting the production we need for defense and 
to preserve our freedom at home, we must drop the pretense that 
price and wage ceilings can control inflation and concentrate on 
measures which really can do the job. With a few exceptions, 
ceilings have not yet had a substantial effect on prices or wages. 
There never will be a better time to drop these unworkable controls. 

It will be noted that our testimony is devoted to setting forth the 
need for, and the sound approach to, an effective anti-inflation pro- 
gram, and our opposition to the reenactment of authority to impose 
price and wage controls. Our testimony has not dealt with the 
retention of parity price guides and other guides to the administra- 
tion of title LV of the bill. We are concerned far more with reversing 
the trend toward political management of economic affairs than we 
are in trying to write the rules for the sort of an economy that more 
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nearly resembles that of the opposition than the American way which 
we are preparing to defend. 

The American Farm Bureau Federation recognizes that in the 
present situation the Government must be allowed to exercise certain 
powers not necessary or appropriate under more normal conditions. 
We agree, for example, that there must be authority for allocations 
and priorities so that scarce materials can be directed to the most 
urgent uses. We are convinced, however, that in this emergency, 
which may prove to be of long duration, direct Government con- 
trols must be held to a minimum and we must seek to minimize 
Government interference with the things that have made our economic 
system the most efficient in the world. 

Carried to their logical conclusion, price and wage controls, ration- 
ing, and subsidies would mean the complete abandonment of our 
present economic system. It is our considered opinion that the other 
provisions of the Defense Production Act of 1950 centralize at least as 
much power in the hands of the Federal Government as is consistent 
with the survival of economic and political freedom in America. The 
extension of the power to control prices and wages with the attendant 
authorities which are part of a system into which these powers fall 
threatens the foundation of America’s success, both as a Nation and 
from the standpoint of opportunity of the individual citizen. We, 
therefore, recommend that titles I, 11, III, VI, and VII of the 1950 act 
be extended without an increase in the Federal Government’s existing 
authority and that titles [V and I be allowed to expire on June 30. 

This concludes the statement, Mr. Chairman. 

The CHarrMaNn. Mr. Kline, you realize that there is a dangerous 
inflationary condition prevailing in the country, that is destructive 
of our economy, don’t you? 

Mr. Kune. Yes, indeed. 

The CuHatrMAN. You say you favor increased taxation. I think 
everybody is in favor of that. I was going to say every reasonable 
person does, but Mr. Wolcott says he is not, so I won’t say that. 

You are in favor of increased taxes, however, are you? 

Mr. Kurne. Yes, sir. 

The CHarrMan. Now I say we ought to increase production. How 
are you going to increase production, in many instances when there 
are not sufficient materials to increase the production to any great 
extent, that is civilian production, and when we are engaged in an 
almost all-out effort to preserve our way of life? 

What would you do to increase production? 

Mr. Kurne. In the case of agriculture, we have many of the short- 
ages, of which you speak. I am confident of our ability to increase 
production in agriculture. 

However, if we do it, it will be a part of a highly productive economy 
where there are available to us the necessary requirements of chemicals, 
machinery and labor. 

But this is an effort, as I pointed out earlier, in which we expect to 
expend about 20 percent of the gross national product—not in 1951, 
but perhaps in 1952. This is the top limit under the present prospec- 
tus. 

That kind of a job we can do, and the way for us to increase produc- 
tion in my opinion is to build on the techniques which have developed 
the American way. They are the best in the world and nobody 
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questions it. We can out-produce any country in the world on a per 
capita basis not a little bit but dramatically. There isn’t any doubt 
of it in my mind that the automatic functioning of this economy is a 
prerequisite to obtaining the kind of production we have been able to 
demonstrate to every country in the world. 

The CuarrMaAn. Well, I think that is true. But there won’t be 
any great increase immediately, due to these techniques, will there? 
It is a slow process of evolution that extends over the years, is it not? 
We have reached about our peak for this time, have we not? 

Mr. Kurng. No, indeed, I think it is a very great mistake to assume 
that the American economy is now at its peak. We are at a place 
where progress can be made more rapidly than before. This is based 
on all the research techniques that we now know, and all the advance- 
ments that are going on, and in agriculture they are very dramatic. 

Well, I am a hog raiser. We have discovered what you can do 
with B-12, and it is very dramatic, brand new. This is the first 
year we have used the “stuff.” 

' But these techniques are not available under a system where you 
have political determination in the economy substituted for price. 
This delicate system can’t operate in that situation, in my opinion. 

The CHarrMAN. Well, there can’t be any great revolutionary change 
in these things immediately; can there? We have got to meet a con- 
dition that exists now. 

Now, I would agree with you thoroughly, that down through the 
years, the development of new techniques and better use of our 
resources result in increased production, but how can you improve 
the techniques right now, to meet a present condition threatening our 
economy? 

Mr. Kune. The first answer I would give is that the techniques 
improve steadily. This is what has given America leadership. [Every 
year is better than the last. The second is that if we enter into this 
kind of economic straitjacket proposed under title IV of the act of 
1950, we destroy the technique. This is a technique which has en- 
abled America to produce. When we take out all these automatic 
functions we don’t use the techniques we have developed and which 
have demonstrated their superiority. 

The CuHarrMan. Do you believe that by using these, by the im- 
provement in the techniques, there can be a sudden rise in the pro- 
duction of agricultural products to meet this present emergency, that 
is how existing? 

Mr. Kung. It depends on the definition of ‘‘sudden.”’ <A steady 
rise is certainly possible. 

The CuarrMan. You don’t believe in any direct controls, as I 
understand it, either on wages or prices? 

Mr. Kune. I think we ought to strike out title IV, yes, sir. 

The CHatrMan. Well then, how would you meet this condition 
that exists, and which as you say is steadily getting worse and is a 
menace to our economy? 

Mr. Kurye. You mean the condition of what? 

The CuarkMan. The inflationary condition, the rise in prices that 
has taken place. 

Mr. Kune. I would merely cite our evidence, and the seven points 
which we raised on this proposition. 
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I would also say that we have got to understand that when we 
decide to take out—when we make a firm decision, let us say, the 
people of the United States, through the Congress, and the administra- 
tion, make a firm decision that they are going to spend 20 percent of 
the gross national product on defense, then we better realize that it 
is going to be paid for, and that it is paid for very really at the moment 
that we take the goods and resources and facilities and the labor, and 
make the defense materials instead of something else. 

Now, when we come to the monetary side, i. e., to pay for it, it is also 
going to be paid for, and there we have only two alternatives. We 
pay for it in taxes or we pay for it with inflation. Part of the inflation 
may be delayed by selling bonds to the public, but this is only possih|e 
if the public has confidence in the future of the American dollar. We 
must remember the situation where we are. 

On top of the inflation of the First World War, the Second World 
War, we are just not going to be able to do the kind of job of spreading 
this thing out by getting people to buy bonds, unless we have the 
courage to adopt a program that is pay as we go, so that they can have 
confidence in the future. 

Then we can delay a little of the inflation, but the people will be 
sure the dollar is going to be good. Now, if we take this price contro] 
route, this is the means under which modern nations have inflated. 
It is a part of the record. It is what we did in the Second World War, 
is what British labor are under now, and haven’t been able to get out 
from under. You unbalance the Federal budget and kid the people 
into having price controls and thinking that their money is related 
to the prices, until the time they discover the inflation has gone on 
and it is too late. Then you can’t go back to the free choice system 

Mr. Mutter. Didn’t we go back to the free choice system after the 
last World War? 

The Cuarrman. I think we all have a common interest in this, 
Mr. Kline. 

Mr. Kune. | agree. 

The Cuarrman. Labor, management, agriculture, everyone has an 
interest in conquering these inflationary tendencies. 

Mr. Kure. [| agree. 

The CaarrmMan. What I am seeking is the truth. Now, you said 
that by the mechanism of the Federal Reserve System we control the 
money supply. I think that is true. I think by open market opera- 
tions, reserve requirements, rediscount rates, and the policies of the 
Federai Reserve System being put into effect, we can have a great 
effect on the purchasing power of the dollar, by making the dollar 
more scarce and by drying up the credit. There is no doubt about 
that. 

That will make a dollar buy more. But what will that do to the 
debtors of America? Suppose we just use that and don’t use any- 
thing else? What is that going to do to a man that is in debt on 
his house? What effect is that going to have on the national debt? 
We owe $260 billion, and if you make the dollar twice as hard to get, 
and purchase twice as much, what is going to happen to those people 
and to that debt? 

Mr. Kune. I do not propose that we make the dollar twice as hard 
to get. I propose that we manage the public debt for a more stable 
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price level. In that case the debtor will pay back what he borrowed, 
which seems to me a good idea. 

The CHAIRMAN. You would use that mechanism, though, wouldn’t 
you? 

" Mr. Kune. It is a very admirable mechanism for that purpose. 

The CuarrRMAN. I think it has to be used with a great deal of judg- 
ment and discretion. 

Mr. Kune. Certainly. 

The CHarrMan. I think it might do more harm than good. Well, 
| thoroughly commend you for the statement that you say we don’t 
want to get into a world war. I think that is something that ought 
to be the objective of everybody. 

Mr. Kune. I appreciate the commendation as far as it went. 

The CHarrMan. The reason I say that, I have heard some people 
say, that we can whip the world. Let them come on. I don’t know 
what we can do. Even if we can do it, I wouldn’t want to have that 
obligation placed upon us, and I think we might very reasonably get 
into a condition such as that if we don’t use some judgment, such that 
we might have to fight a world war. 

Mr. Kune. If I might comment there, Mr. Chairman, I not only 
said this, but I believe that it is the fundamental desire of the American 
people. I am sure that it is. Once in a while someone says to me, 
“Well, for my money we are in the third world war now,” and what I 
say to him is that if we should slip up, and get into a third world 
war, I don’t have to explain the difference to him. He will know 
about it. 

The CHarrMan. Of course. 

Mr. Kune. There is just no doubt but that the major objective is 
to avoid the third world war and for this purpose it seems to me we 
can outline a program that makes sense. The first one is to decide 
what it is that America ought to do—and this we are free todo. There 
is nobody pushing us around in such a way that we don’t have freedom 
to decide what we ought to spend for defense and what to spend in our 
own domestic economy and how to operate this economy. 

Secondly, we ought to devise a program to pay that bill. And I 
want to state further that the success that America has in doing this 
job, is, to my mind, the most powerful force of the free nations of the 
world, which taken together, are far stronger than our opposition. 

They decide how well they can survive as a free people by looking at 
us, because at the moment, in the whole world, the United States of 
America is the symbol to the so-called free peoples of what a free 
people can do. 

The CuHarrMan. That is the reason, I believe, that Korea was 
attacked. It was a symbol of our free government, in the shadows of 
communism, and that is the only reason it was attacked. That is the 
reason they are still attacking. 

_ Now, I am interested in agriculture, and I have always been 
interested in agriculture. I have sponsored much of the legislation 
to implement the price support program through the Commodity 
Credit Corporation. I am and always have been deeply interested in 
a stable agricultural market which would return fair prices to the 
farmer for his crops. Seven of my nine counties are agricultural 
counties. I like to see my people prosperous. And you have the 
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great basic industry, the most essential, of all, because if we don’t feed 
the people, they can’t exist. 

Isn’t agriculture getting a good price generally for its products, 
even under price control? 

Mr. Kune. Well, the price controls are at the moment very little 
effective. Price controls have had very little effect so far. In fact, | 
can make a reasoned case that prices are higher than they would have 
been in this country had we not had a program of price controls so far, 

Secondly, as regards the status of agriculture, there is a great deal of 
misunderstanding. The fact of the matter is that agricultural 
income has gone down from the high of 1946, from $18 billion, down 
to $13 billion, in net income, last year, and this is a dramatic decrease 
and includes the last half of the year during which there was con- 
siderable increase in agricultural prices. 

We still have in agriculture the freest, most elastic price area in the 
whole economy of the United States. These prices go up and down 
very rapidly, as you know, since you have some farm districts in your 
area. 

We bought corn a couple of years ago last spring to finish out some 
pigs for $2.55 a bushel. In the fall we bought it for a dollar. We 
bought it too soon. It went lower later. Now, there are not any 
other prices in this economy that go up and down like that of farmers. 
Agriculture is very keenly interested in a stabilized general price level 
because our prices do go up and down faster than other prices. We 
believe, however, that if we step into this thing on a temporary basis, 
like, say, a 2-year thing with the idea that we get out, that the observa- 
tions we have made in this country, and in other countries, suggest 
that we might not get out. We are in a position where we can pay 
the bill, and we ought to pay the bill. We ought to make a dramatic 
effort to build on the American way to supply demand. Our ability 
to produce is one of the great nonsecret weapons we have. 

Actually we have the ability to maintain a standard of living which 
is very good, and the American people have the courage to take their 
own share of whatever drop there is, if the thing is put up to them 
straight, in my opinion—the kind of program which we have pre- 
sented to this committee this afternoon. 

I think the American people have the courage to pay the bill. 

The Cuarrman. I believe you said that the prices of agricultural 
commodities had gone up, but that farm income had gone down. Is 
that true? 

Mr. Kune. Prices of agricultural commodities have gone back up, 
but agricultural costs have gone up in the meantime so that net farm 
income, for the year 1950, was off $5 billion from the $18 billion high 
at the end of the Second World War. 

The CHArRMAN. Why have costs gone up? Haven’t costs gone up 
because the prices of the things the farmer has to buy have risen s0 
rapidly? 

Mr. Kune. That is a fair statement. 

The CHarrMANn. Well, how are you going to keep those prices stable? 

Mr. Kune. The same way you keep other prices in balance in 2 
free choice system. 

The Cuarrman. If you put a price control on those prices, will it 
not help the farmer? 
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Mr. Kune. I don’t think price controls will help anybody. That 
is my opinion. 

The CuHarrMAN. But that is your complaint, though, that the things 
the farmer has to buy have risen so in price, that although the prices 
of his commodities have gone up his farm income has gone down? 

Mr. Kurng. What we did at the end of the Second World War was 
to go back to a free choice system. During the Second World War 
we submerged a lot of inflation. We paid the bill by creating new 
money to cover an unbalanced budget through the technique of print- 
ing bonds and selling them to the public and banks. This technique 
is well understood by you, I am sure. 

We covered it up with price controls and rationing. That is a per 
capita distribution system and not only isn’t the American way, but 
rather is the other way. Then we were in a war and were willing to 
make the sacrifices because we wanted to survive and were willing to 
discontinue the incentive system for the period of the war because the 
objective was to survive. 

Now, what happened after we went back to the free choice system. 
People took the increased supply of money, and using their own judg- 
ment as to how much they ought to save and how much they ought 
to spend and what the price of goods were, they bought what they 
thought was good. 

We had the most dramatic increase in production of goods. It was 
the free system at work. It also was accompanied by an honest 
reflection of supply of goods in relation to the amount of the money 
supply. This produced some increases in prices and costs. 

The CHarrMAN. I have a lot of farmers in my district. I want to 
see them get a fair proportion of the national income, of the prices 
paid for agricultural commodities. Do you think they are getting 
their fair share? Do they get their proportionate part of the distri- 
bution? 

Mr. Kurnn. I don’t know the farmers in your district intimately, 
and so I just couldn’t answer with regard to that. 

The CuarrMan. I can’t understand why prices are going up, and 
farm income is going down, if the farmer is getting his fair share of the 
profits. Except as you say, that the prices of all the commodities 
that the farmer has to buy have gone up. And that is what we were 
trying to control here. 

Mr. Kurng. Of course, the theory of controlled price eliminates the 
automatic functions performed by price in the economy. This, I 
don’t think, is consistent with the continuing improvement in the 
production of the American economy. 

Now, what I think a farmer is entitled to is what he earns. I think 
the way he earns most is by increasing the efficiency of his production 
using all the means at hand to try to get more per man and more per 
unit of machinery and land that he has available for production. 

And if he does a very good job, I think he ought to be able to do a 
lot better than if he doesn’t do a very good job. That is the incentive 
system. 

I don’t think you get it when you eliminate price from this thing 
and begin deciding that he ought to produce so much and ought to get 
so much for it and for what he gets for what he produces he ought to 
get his per capita share of what there is available to distribute. This 
system just doesn’t work, It doesn’t work comparatively as well. 
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The CuarrMan. We have to meet a present condition, by some 
method. It is growing worse every day. Now, I think it is obvious 
that indirect controls will not have an immediate effect; that if you 
are going io control prices immediately you have to put the lid on, 
it seems to me. I know the mechanism of the Federal Reserve, and 
increased production, higher taxation. Those are all things for the 
future, but when you put the lid on, that is effective now. Don’t 
you agree to that? 

Mr. Kutne. The immediate situation is not one of great shortages. 
There are lots of automobiles, lots of television sets, lots of stoves. 
refrigerators, at the moment. 

The immediate thing that you speak about—we have had a levelling 
off of prices which is quite ‘natural. People were overbought, they 
had extended their credit, which is up 24 percent from a year ago. 
This arose from the psychological effect of inflation which I touched 
on in my statement. 

Bank credit had gone up, money supply had gone up. But also, 
the production of the economy had increased dramatically so that in 
spite of the fact that people had bought more, inventories were up 
between 12 and 13 billion dollars from a year ago at the end of March. 
It would have been rather peculiar if prices had not levelled off in the 
last couple of months. All the forces were there to level prices off. 

What we ought to do is continue the kind of thing which makes 
them level off, and we have got to keep the money supply in line with 
the goods, we ‘ought to use our techniques to produce as many goods 
as possible, and if we don’ t, all you do with price controls is to put an 
ice cube on the thermometer and kid the people into thinking the 
money they save is good when it isn’t. I am not in favor of kidding 
the people. That is a situation where we ought to pay the bill, because 
it wait go on for 5 years, or 10 years, or 20 years, and I am myself 
dedicated to the peculiar freedoms which exist in the American way, 
and which appear to me at least to have proven their superiority to 
the extent that I am favorable to our stepping up to the counter and 
paying the bill. 

The CHarrMan. I don’t think anybody is in favor of controls except 
to meet an emergency. I think controls are a necessary evil. I don’t 
think we would ever attempt to use them except to meet an emer- 
gency such as exists at the present time, and I think we all recognize 
there is a very great emergency, which might grow worse at any time, 
which requires that we be prepared for an \ all-out effort. 

Mr. Wolcott. 

Mr. Wotcorr. I am waiting for some papers to come up. I will 
pass for the present. 

The Cuarrman. Mr. Multer. 

Mr. Mutrer. I interrupted the chairman while he was interrogat- 
ing you to inquire if we didn’t go back to the free choice system after 
World War Il. Do you mind answering the question, sir? 

Mr. Kune. That is exactly what we did. 

Mr. Mutter. Where do you get your figures from, Mr. Kline, that 
you use as a basis for vour statement? Does your organization maiti- 
tain its own statistical bureau or do you take the statisties from the 
Department of Agriculture? 

Mr. Kurne. We use statistics from various sources, Mr. Multer. 
Mr. Mutrer. Do you use those of the Department of Agriculture’ 
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Mr. Kune. Yes, we use statistics from the Department of Agri- 
culture. 

Mr. Mutrer. Do you consider them accurate? 

Mr. Kurne. I think they are the best available. 

Mr. Mutrer. I think it is fair to say that our Department of Agri- 
culture has one of the best bureaus of statistics of any agency of the 
Government. Isn’t that a fair statement? 

Mr. Kure. It is the best statistical bureau on agriculture in the 
world. 

Mr. Mutter. Didn’t vou make some recommendation about cutting 
the budget of the Department of Agriculture? 

Mr. Kurne. Yes, sir. 

Mr. Muurer. What would they have to do, give up the Bureau of 
Statistics? 

Mr. Kune. No, indeed. 

Mr. Murer. They would have to cut into the efficiency of this 
bureau if you cut that budget as much as you asked? 

Mr. Kure. It is our opinion that in this emergency we can, in a 
great many instances, cut personnel and improve efficiency. I would 
not know exactly where it could be done in the Department, but I 
have seen enough of the operations of the Department to be certain 
that it can be done. 

We then have to decide what are fundamentals. We ourselves 
proposed a very considerable cut in a department. This cut would 
obviously make a cut in administrative costs likewise. We think 
there are a great many areas where, if we really pulled in our belt, we 
could do things on that, and furthermore, it is not a matter of choice 
' between things we would like to do. It is a matter of how to get a 
_ bill we can pay and a program to pay the bill so we can keep the free 
' choice system, and we are enough in favor of it that we are willing 
' todo some things that otherwise we should be delighted not to have 
to do. 

Mr. Mutrer. How much money do you think our Government 
ought to spend to protect us against the world war III threat, or the 
' threat of Soviet Russia and communism? 

C Mr. Kune. This is the kind of a question which it seems to me I 
- am not able to answer at the moment. There have been many tech- 
- nical people appearing before committees of Congress on this propo- 
- sition. The Congress itself has had access to a very great deal of 
' information, both public information and information which was 
restricted. 
: What I said was that we were free to make up our minds, and this 
_ we ought to do, and then we can make up our minds on a program 
_ to pay it, and I believe we are free to make up our minds on that. 
But | am not prepared to say to you, in dollars and cents, it ought to 
be at exactly this figure. 
[ am prepared to support a reasonable figure after it has been 
: a and support the kind of program it would take to pay that 
; uid. 
Mr. Mutter. Have you for the last several years been devoting 
your full time to the Bureau that you sare representing here today? 
Mr. Kurne. For the last three and a half years, approximately, I 


i been president of the American Farm Bureau and it is a full-time 
job. 
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Mr. Mutter. Then you are not doing any farming yourself today? 
Mr. Kurne. My home farm, my elder boy and I are in 50-50 
partnership, but I would have to agree that he is the operator and 
I am the cooperator. 

Mr. Mutter. Have you been getting a nice income from the farm 
the last few years? 

Mr. Kune. Not especially good last year. We are in the hog 
business. The corn-hog ratio is nothing to brag about. 

Mr. Mutter. I don’t know what figures you used to tell us your 
story, but I have in front of me the “figures of the Department of 
Agriculture, and the figures of the F ederal Reserve Board, and they 
don’t seem to bear out your statement of this 5 billion dollars drop 
in farm income. 

You were talking about farm income, were you not? 

Mr. Kune. Yes, sir. 

Mr. Mutrsr. Gross farm income? 

Mr. Kutne. Realized net farm income, sir. 

Mr. Mutter. What is the difference between that and gross farm 
income? 

Mr. Kurne. You subtract your expenses from your gross income 
before you have anything to make a living on, sir. 

Mr. Mutrer. Now then, what is the gross farm income? 

Mr. Kure. I have here some figures which I could add, but | 
would have to add them. 

In 1950, realized net farm income was 12.9 billion dollars, approx- 
imately, and production expenses were just over 19 billion dollars: 
the sum would be 32 billion dollars, approximately. That would be 
the gross farm income, sir. 

Mr. Mutrer. Well, the Federal Reserve Board have supplied us 
with a chart that indicates that back in 1940, and for some years 
before that, farmers were pretty badly off. Their expenses of 
operation were well over their gross income. Is that according to 
your knowledge of the situation? 

Mr. Kune. No, sir; they weren’t very well off, but the net farm 
income in 1940 was 4'4 billion dollars, approximately. The produc- 
tion expenses—I beg your pardon—— 

Mr. Mutrer. They about evened out by 1941? 

Mr. Kurne. I beg your pardon. Net farm income was 4.5 billion 
dollars above expenses, according to the figures from the Bureau of 
Agricultural Economics, ‘The demand and price situation for April, 
1951, ” put out by the United States Department of Agriculture. 

Mr. Murer. W ell, either we can’t read the figures or we are using 
different figures. ; 

Mr. Kune. Well, I am using the United States Department 0! 
Agriculture figures. 

Mr. Mutrer. The Federal Reserve Board has supplied us with a 
chart showing—and they base it on the Department of Agricultur 
indices—showing that prior to 1940 

Mr. Cote. Do you have that, Mr. Kline? 

Mr. Kune. No sir. 

Mr. Cote. Here is a copy. 

Mr. Mutrer. Beginning with World War II, and continuing right 
down to the end of World War II, the differential between income 
and expenses, in operation of farms throughout the country, increased 
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in favor of the farmer. In other words, the net increased, from the 
beginning of World War II to the end of World War IT. 

Mr. Kurne. Would you tell me exactly what page? I believe I 
have the report now and I could comment on it. 

Mr. Murer. Page 80. 

Mr. Kurne. In this April 1951 Federal Reserve chart? 

Mr. Mutrer. Yes. 

Mr. Kuine. Well, of course, this is an index chart and is not con- 
cerned with total income or total expenses; this is an index of what 
happened to the relative prices received, and the relative prices, 
interest and so forth, paid. 

Mr. Mutrer. Is it an accurate index? 

Mr. Kuine. Well, as far as I know it is an accurate index. 

Mr. Muurer. Allright. Then let’s go on to the point I am trying 
to make. 

Mr. Kune. Well, I want to comment that this does not show that 
expenses were higher than income. This only shows that the trend 
of expenses had risen more rapidly than the trend of income. 

Mr. Mutter. This is just the trend? 

Mr. Kxine. Yes sir. 

Mr. Muurer. Isn’t this chart based not on the trend but on the 
actual figures? 

Mr. Kune. It is a trend of prices and not income, sir. It shows 
the trend of prices and costs. It does not show, and is not designed 
to show, dollars and cents income and dollars and cents costs. 

Mr. Muurer. It is not designed to show a trend. It is designed to 
actually show the fact as to the difference of prices over expenses, 
prices received over expenses paid. Isn’t that so? 

Mr. Kune. Do you conclude therefrom that prices paid were more 
than prices received, and that therefore we had minus net income? 

Mr. Muurrer. No; | conclude from this chart that at the end of 
World War II, the prices received were in excess of the prices paid. 
In other words, that gross income received was in excess of gross 
expenditures. 

Mr. Burrert. It is not that at all. 

Mr. McDonovau. It is based on percentages. 

Mr. Murer. Percentages are necessarily based upon the actual 
figures. You ean’t get your percentages until you have first got the 
dollars. And if it is $1 billion over $500 million, the difference is $500 
million. It doesn’t make any difference what figures you take. You 
must take the figures first to get your percentages. 

Mr. Burrerr. Mr. Multer. 

The Cuarrman. Let Mr. Multer continue. 

Mr. Burrerr. Will you yield for help? 

Mr. Mutrer. No; if you don’t mind, let me get through with the 
witness first, Mr. Buffett. I will yield later, but I want to make this 
point first. 

Mr. MeDonoveu. I think another thing that should be included 
there, Mr. Multer, is that that is based upon Department of Agri- 
culture indexes from 1910 to 1914 equal 100. Your percentage is 
then based on that factor from there on. 

Mr. Murer. I don’t care what it is based on; the fact of the 
matter is, is it not, Mr. Kline, that during all of the war years of 
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World War II, the gross income of the farmers exceeded his gross 
expenditures? 

Mr. Kuine. Why certainly. If it hadn’t he certainly would have 
been in bad shape because he would have had a minus net income. 

Mr. Mutter. That is right. He was in awful bad shape in 1933, 
wasn’t he? 

Mr. Kune. That is right. 

Mr. Mutrer. In 1933, if I remember correctly, they were so 
badly off they were losing their farms all over the country and in 
many parts of the country they actually by force of arms kept the 
sheriffs away who wanted to come in and take the farms away from 
them with writs of foreclosures. Isn’t that right? 

Mr. Kune. There was very great unrest in agriculture. There 
weren’t a great many places where the farmers went to force of 
arms. That doesn’t quite fit the farmer psychology. 

Mr. Mutter. There were some places. 

Mr. Kune. Yes; there were. 

Mr. Mutter. And right across the country the farmer was in a 
very bad way in 1933? 

Mr. Kune. Yes, sir; so was most everyone else. 

Mr. Mutrer. Yes, sir. The Government then stepped in and }y 
virtue of subsidies, saved the farms of the country, isn’t that right? 
Mr. Kune. There is some question on what saved the country. 

Mr. Mutrsr. Saved the farms. 

Mr. Kurne. There is some question about what saved the farmer. 

Mr. Mutrer. You don’t think the subsidies helped him? 

Mr. Kune. I am of the opinion that in the beginning the use of 
subsidies was very good. The introduction of the first agricultural 
act passed in the spring of 1933 said that it was an act to improve the 
national welfare by increasing the purchasing power of farmers. It 
did that, and it did part of it by direct subsidy. And everybody was 
in favor of it, because the farmer was so far under the floor that the 
whole of the people of the United States were willing to put something 
in it to try to get it started uphill. 

Mr. Mutter. And in 1929, the average farm gross income was in 
excess of $2,100, and by 1933 it had fallen to under a thousand dollars, 
per farm. Do you recall that, sir? 

Mr. Kune. | recall the situation. I can’t swear to the figures. 

Mr. Mutrer. I am reading now from page 636 of the Agricultural 
Statistics of 1950. 

Then in 1933 we started our Government subsidy program. And 
then farm income rose to over a thousand dollars per farm in 1934, and 
continued to rise until in 1940 it had reached a sum in excess of $1,700 
per farm, and, during all of that period, he was getting Government 
subsidies, and if you deduct the amount of the Government subsidies, 
you will find that he would again have been broke if he hadn’t gotten 
the subsidies. 

Mr. Kune. Mr. Chairman, if I may comment on the figures read, 
which I only take to be true because you read them, but which— 

Mr. Mutrer. I will ask the chairman’s permission to put page 
636 of the Agricultural Statistics of 1950 in the record. 

The CHArrRMAN. Without objection. 

(The information referred to is as follows:) 








sO 
in 
he 
om 


ere 
of 


nh a 


by 
ht? 


ner. 


» of 
ural 
the 

lt 
was 
the 
ung 


s in 
lars, 


ural 


And 
and 
700 
nent 
dies, 
yt ten 


read, 


page 





DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


TaBLE 682.—Cash receipts from farming and gross farm income, United States, 
1929-49 
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But let’s stick to the figures. 


Source: Bureau of Agricultural Economics. 





' Payments under rental and benefit, soil conservation, price adjustment, price parity, 
production programs. 
2 Value of farm products consumed directly in farm households. 
‘Includes an allowance for maintenance and interest on the value of farm dwellings and for a propor- 
tionate share of taxes on farm real estate and insurance on farm buildings. 
is from 9 to 11 percent of the estimated value of farm dwellings. 
‘ Cash receipts from farm marketings, Government payments, value of home consumption, and rental 
value of farm homes. 
5 Includes Government payments since 1933. 
685 in Agricultural Statistics, 1941. 








| 
Cash receipts from farming | Per farm 5 
| Cash } 
receipts | 
| Farm marketings Value | from re 
peel of home| farming | Rental | + so 
Year | i be con- . : a a. 5 SOR | ; 
| Live- . sump- | value of | offarm | ., ash | Gross 
| stock = Total tion ? home {homes 3) me ‘ receipts; income 
| and | Crops | Total Pon al 1 consump- 
| prod- g tion | 
| ucts 
| | 
| Million) Million| Million| Million| Million; Million| Million | Million| Million 
| dollars | dollars | dollars | dollars | dollars | dollars | dollars’ | dollars | dollars | Dollars | Dollars 
1929.....} 6,171 5, 125 | 11,296 |...._..- , 296 1, 699 12, 995 829 | 13, 824 1, 796 2, 198 
1930... - -| 5, 181 3, 840 ki St ee 9, 021 1, 587 10, 558 830 | 11, 388 1, 434 1,811 
1931.....| 3, 835 2, 5386 5 SE, 6, 371 1, 253 7, 624 754 8, 378 997 1,311 
1932... . -| 2,746 1, 997 Ot . h Repee ee 4, 743 1, 008 5, 751 655 6, 406 726 981 
1933... .. 2, 841 2,473 5,314 131 5, 445 1, 023 6, 468 587 7, 055 810 1, 050 
1934 .| 3,330 3, 004 6, 334 446 6, 780 1, 090 7, 870 616 | 8,486 1, 001 1, 253 
1986... 4, 108 2, 978 7, O86 73 7, 659 1,32 8, 979 616 9, 595 1,124 1, 409 
1936.....| 4,716 3, 651 8, 367 287 8, 654 1, 374 10, 028 615 | 10,643 1, 284 1, 579 
1937..-..| 4,902 3, 948 8, 850 367 9, 217 1,410 10, 627 638 | 11, 265 1, 389 1, 698 
1938..._.| 4,496 , 190 7, 686 482 8, 168 1, 283 9, 451 620 | 10,071 1, 251 1, 543 
. 1939_.._.| 4,511 3, 366 7, 877 807 8, 684 1, 244 9, 928 619 | 10, 547 1, 348 1, 637 
oe 1940.....| 4,893 3, 471 8, 364 766 | 9,130 1, 254 10, 384 624 | 11,008 1, 438 1, 734 
By 1941.....| 6,465 4,716 | 11,181 586 | 11, 767 1, 460 13, 227 658 | 13,885 1, 870 2, 207 
: 1942.....| 9,041 6,331 | 15,372 697 | 16, 069 1, 788 17, 857 702 | 18, 559 2, 592 2, 993 
1943..._.| 11, 454 7,980 | 19, 434 672 | 20, 106 2, 163 22, 269 755 | 23,024 3, 304 3, 784 
1944... _. 11, 322 9, 038 | 20, 360 804 | 21, 164 2, 201 23, 365 820 | 24, 185 3, 529 4, 033 
1945_.._..| 11, 982 9, 538 | 21,520 769 | 22, 289 | 2,256 | 24,545 889 | 25, 434 3, 741 4, 269 
1946_..._| 13,699 | 11,165 | 24, 864 772 25, 636 2,624 | 28, 260 978 | 29, 238 4, 297 4, 901 
1947__._.| 16,510 | 13, 30,014 314 | 30,328 3, 095 33, 423 1, 220 | 34, 643 5, 080 5, 803 
1948_____| 17,074 | 18,470 | 30, 544 257 | 30,801 2, 936 33, 737 1, 334 | 35, 071 5, 159 5, 874 
1949 ®____| 15,390 | 12,737 | 28, 127 | 185 28, 312 2, 504 30, 816 1, 351 32, 167 4,742 5, 388 


Sugar Act, and 


In most years the rental value 


For number of farms, see table 616 in this book and table 


Mr. Kune. As they were read out you indicate the average farm 

' income in 1929 was something over $2,000, and in 1940 it was over 
F $1,700; is that correct? 
Mr. Mutter. That is right. 

Mr. Kune. Now, if the average net farm income has gone down 

from $2,200 to $1,700, and if at the same time the value of the dollar 

has had the decrease which it has had, the farmer is in a very bad 
place in 1940, and I beg leave to believe that you have misinterpreted 

the statistics, or misread them. 
Mr. Muurer. No; I haven’t misread them. 


I just refuse to go 


worse off because of a deflated dollar or an inflated dollar. 
you say the dollar is worth only 59 cents or 64 cents, or whatever 
sum you take, that is the same value of the same dollar as he was 
then using to buy food and pay his labor and everything else he had 
He was using the same kind of dollar. 
worse off or any better off so far as his so-called fictitious valuation of 
°9 cents or 64 cents is concerned. 


along with you in trying to say that his $1,700 net income made him 


Whether 


So he wasn’t any 


That is where you and I disagree. 
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Mr. Kune. All right. 
Mr. Mutter. The fact is that from 1929 to 1933 he got no Goy- 
ernment subsidies and he was bad off, very bad off and getting worse 
off. We came along and gave him his subsidies and his condition 
continued to improve until, in 1940, it was, as I said, over $1,700 per 
farm. 

In 1941, it was back up over $2,200, which was better than it was in 
1929. And then it continues to increase, until, in 1949, it is $5,388, 
with very little subsidy. 

Mr. Kurne. If I might comment on the figures which you read out, 
and the statement that since he used these dollars to buy his requisites 
for agriculture he was no worse off with a cheap dollar than he woul: 
have been with a better dollar. Let’s assume that the figure you read 
of $2,000 plus for net income in 1929 was an accurate figure, that he 
had a certain amount of expenses and that they cost him a thousand 
dollars. 

Also, to make the figuring easier, let’s assume that that dollar was 
200 percent of the present dollar; in that case he bought what today 
would be $2,000 of machinery. If he had $1,700 worth of income, the 
fact that he was using the same kind of dollars doesn’t help him escape 
the fact that he would be able to buy less than $2,000 worth of that 
machinery if he spent all his money for machinery and he wouldn’t have 
anything left with which to buy anything else. 

Now, | know the farmers are not as bad off. Therefore, there must 
be something wrong with your statistics. 

Mr. Mutter. I think what is wrong is with your reasoning. With 
the farmer making better than $5,000 per farm today he is certainly a 
lot better off than he was either during World War II or prior thereto. 

Mr. Kune. I am very sorry, because you read out $1,700 as his 
present income. 

Mr. Mutter. Oh, no; I read “over $1,700” as his 1940 income. 
His 1950 income is in excess of $5,000 per annum. 

Mr. Kurne. I see. That sounds more reasonable, sir. 

Mr. Mutter. In other words, we are in agreement that the farmer 
today is fairly well off? 

Mr. Kune. I would say that the farmer is in a good situation, but 
I don’t think it is better than the situation of other people in the 
economy, and as far as the value of food, even at retail, and despite 
the fact that the costs of processing and distributing have gone up, 
the consumer can still buy the same diet, which he purchased in 
1935-39, with 5 percent less of his net income than he bought at the 
1935-39 level. There is nothing wrong with this. I think we ought 
also be able to buy with less of ours, the same amount of living stand- 
ard, but I agree with you the farmer is in a sound situation and we 
would like to stay there. 

Mr. Mutter. Let me tell you that I am one city man who thinks 
that the farmer’s prosperity is just as important to the country as the 
city man’s prosperity. They go hand in hand, and when one is bad 
off, the other is bad off. 

Mr. Kune. Thank you, sir. 

Mr. Mutter. And if we can keep them both in a good position, we 
will have a sound economy and a sound country. 

The point that bothers me is that you and many of your colleagues 
come in here and tell us that we don’t need any controls at this time, 
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when the record of history shows us that we are in a rising market, 
with everything going up, with the farmer’s differential going up today, 
the differential in his favor, of income over expenses, in his favor, is 
equal to what it was at the highest point in history, and with it still 
going up, you still tell us we don’t need any controls, when the same 
record shows us that we have kept the increase in cost of living down 
to 2.4 percent during OPA days of World War II, and from 1950 to 
1951, we have had almost a 15 percent—certainly not less than a 
15 percent rise in cost of living. And the largest part of that is in 
the cost of food. 

Now, how you can come in here and tell us that under those cir- 
cumstances, when the country came to the aid, through the Congress 
and the President, of the farmer when he was so badly off and needed 
help to be put back on his feet, we came to his aid, gave him the subsi- 
dies and everything else by way of Government aid, and now when we 
are in a period of run-away prices, in an emergency, when everybody 
should be turning out to help, to control inflation as well as to fight the 
enemy, you tell us we don’t have to do anything but let them run wild, 
and the demand will meet the supply and take care of the situation 
and everybody is going to be very happy. I can’t see it. 

Mr. Kuine. Well, first, might I comment on two things which you 
have said which I would appreciate very much an opportunity to 
comment on, 

The first was that the farmer was in the best position he had ever 
been in with regard to the relation of his costs to his prices. The 
last figure I have, April 15, 1951, the parity figure is 109. The parity 
figure during the war rose, as I remember it, to approximately 133. 
The statement just simply isn’t in accordance with the facts, with 
regard to that relationship. 

The second statement that you make with regard to what happened 
to cost of living during the war and subsequently, with relation to 
that I merely want to reiterate what I said awhile ago, that during 
the Second World War—and I do not argue it was not appropriate 
for us to use controls—when it seemed to me, however, that we would 
have been much better off now, had we had less submerged inflation— 
but what we actually did when the war was over was to go back to 
the free choice system in America, with a most dramatic period of 
increase in production and standard of living in our history. We 
also, at the same time, had rises in prices, but all that they were in 
the world was the expression of consumer preference in the market 
place against the actually existing value of money and had we not 
chosen to do this latter, we should have had to go into a very nation- 
alistic sort of program in which we would have had many of the funda- 
mental prineiples of socialism in operation, because we should have 
had to deny the people who saved money during the war the rights to 
buy on the basis which they thought wise in the market place. The 
money existed and had been created during the Second World War. 
_ Mr. Muurer. Then I take it that you do not believe that we are 
in the kind of an emergency that requires an all-out effort now to get 
ready to meet the enemy, and if not meet him, at least scare him away 
so that he won’t come after us? You don’t think that it is just as 
important, in a period like this, in anticipation of a possible war, and 
in order to prevent a possible war, that it is just as important to do 
everything we did during actual war? 
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Mr. Kune. I think that we are in a period which-you accurately 
describe as one in which we ought to put forth every possible effort 
in these United States. 

First, the effort that is regarded as wise is not a 50-percent prop- 
osition, because then, in case the war proved to be avoided for 2 or 3 
years, we would get into a terrible situation at home and we couldn't 
carry on the effort because it wasn’t designed as an enduring effort. 
That is what we have to avoid. 

Secondly, we ought to use every means at our command—and 
from the turn of the century, the beginning of 1900, from that time 
until now there never has been any question as to what country 
had the leadership in all the techniques of production and distri- 
bution, and you can’t argue with it. It is in the record and everyone 
knows it—I think that the best thing we can do at this time is to 
capitalize on our own techniques. I think the production controls, 
the price control technique, and everything that goes with it, including 
the use of subsidies, rationing, and all this sort of thing, the wasted 
manpower involved in writing regulations, trying to read them and live 
under them in a period when we don’t have terminal facilities, and 
when this very effort you speak of must continue possibly over a 
number of years, we take an unnecessary chance of losing our own 
system, which is one of the things we want to prepare to save, and, 
second, that because of the decrease in potential production over, 
say, a 5- or 6- or 7-year period, we actually take a very great chance 
of getting into the war that we ought to be able to avoid. 1 am sure 
one of the things our opponents are afraid of is the dramatic expanding 
productive capacity of the American system. 

Mr. Mutter. Do I understand you are advocating, when you tell 
us about it being possible for us to pull in our belts and get along with 
4 percent less expenditure for food, that we ought to tell the wage 
earners of this country to pull in their belts and get along with less food, 
and put that money into bonds, or savings accounts, and in that way 
bring the demand down nearer the supply? 

Mr. Kune. It is exactly the reverse of what I mean to say and 
what I had hoped I had said. I said that if we were willing to get 
along with the diet we used in 1935-39, we could buy it with 18 percent 
of our income instead of the 26 percent we currently spend. 

As a matter of fact, I think that this matter of improving diets is 
fundamental to our welfare, essential to the morale of the American 
people first, and, second, I am confident that we have the productive 
capacity to furnish that kind of a food supply to the American people 
and at reasonable prices, and I am certain that they can get it a lot 
better if they get it through the regular channels of trade and use 
our own techniques to get it, and that they will get more of what they 
want that way than they can get any other way. 

Mr. Mutter. Are the consumers of the country going mad i 
demanding lower prices and in insisting they can’t meet the prices” 

Mr. Kuve. The consumers of this country are certainly able to 
buy, because all the market reports show that these goods are going 
into consumption. Also, take the meat situation. There are a lol 
of very reasonable cuts of meat, and if there aren’t, we have got to 
look some other place besides agriculture because, as I said a moment 
ago, the corn-hog ratio is nothing to boast of. On my farm we have 
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an operation that is a thoroughly efficient operation, and our income 
last year as against the risk and expenses was a low income. 

The fact of the matter is that the best way in which we can get 
meat at reasonable prices is to get real production up and control 
inflation so money is some good. Then you don’t have to stand in line 
to get it, you don’t have to send your money to Washington to pay 
subsidies; you can take it over to the butcher shop and buy meat, 
and buy it on top of the counter which is a good idea. 

Mr. Mutter. Your statement isn’t slightly colored by the fact that 
you would like to see the meat and beef prices uncontrolled so that 
those who cannot buy beef at high prices will buy more of the product 
of the hog? 

Mr. Kurne. My remarks are colored a great deal more by a desire 
to survive as a free American, in a free America, than they are by any 
future prospects as a hog grower, because I expect to be able to take 
care of myself as a hog grower, and when I can’t there are going to be 
a lot of them go broke. 

Mr. Mutter. That is all. 

The Cuarrman. Mr. Wolcott. 

Mr. Wotcorr. Mr. Kline, you commented upon the fact that the 
dollar depreciated in value about 5 percent since June 1950. During 
that period, the charts show that there has been a relative increase in 
the cost-of-living index. 

Now, eliminating the slight rise which has taken place in agricul- 
tural income since the recent action taken by the Federal Reserve 
Board, what was the relative position of agriculture in 1950 compared 
to 1949? I think you have the charts there before you which will 
give you the figures. 

Mr. Kurne. In 1949 we had a net realized farm income of $14.1 
billion and in 1950, $12.9 billion. These are approximate figures. 

Mr. Woucorr. So in the time when the general prices, price index, 
were going up 4 or 5 percent, farm income was off about $2 billion? 

Mr. Kune. Well, this is the full year, and it is $1.2 billion. 

Mr. Woxcorr. It is very obvious that the farmer, collectively, 
didn’t benefit very much from the general prices; did he? 

Mr. Kure. It is rather more correct to say that the first half of 
1950 was rather bad. Some people do today take comparisons from 
the beginning of Korea and say, “‘Look what happened to the farmer. 
He got a lot of income.” 

But putting the full year together, you discover that the base you 
started at the beginning of Korea was a low base for farm income. 

Mr. Wotcorr. Now, I don’t ask you to confirm the fact, but I 
shall make the statement that we are both thinking, that it has been 
the studied policy of the administration to keep prices high. I think 
that can be borne out by the facts, which we don’t want to take the 
time now to present, but which we can in executive session. 

Mr. Murer. May we take time to note a dissent? 

The CHarrman. Silence in this case doesn’t mean acquiescence. 

Mr. Wotcort. If I were you, I wouldn’t dissent until I had taken 
i look at the figures. Don’t prejudge the issue, without an appro- 
priate fact at hand. You might embarrass yourself. 

While the Government follows an easy money policy, which is 
reflected in constant and further depreciation in the value of the 
dollar and higher prices, isn’t it reasonable to assume that, through 


83473—51—pt. 2 28 





1082 DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


the exercise of that policy, the Government might, and in many cases 
is, offsetting all of the inflationary influences, if there are any? 

Mr. Kune. Well, I could answer the question directly, by referring 
to the evidence we gave. It is our firm conviction that the following 
of the cheap-money policy, by pegging bonds, during the period since 
Korea, has been the major cause of the inflation which has taken place, 
because this has been a monetary inflation characterized by an in- 
crease of the money supply, arising from increasing loans from thie 
banks. 

Mr. Wo corr. It is generally accepted as inflationary when we 
support the Government bond market above par, as we have been 
doing in the last few years. Now, I have a very interesting thing 
here, which I was leading up to, to show you how the Government in 
the exercise of this policy can completely offset the direct controls, 
and any voluntary program which is agreed upon and entered into by 
those who traditionally create andcontrolthemoney supply. Here isa 
letter which I received this morning, from the Sanilac County Bank, 
in Deckerville, Mich. Deckerville is a small place. The Decker- 
ville bank is a typical country bank. 

This letter comes to me from a good banker, a typical small town 
rural banker, who is in the business of financing the acquisition and 
maintenance of farms. He says: 

Dear Jess: As you know, bankers have been asked to limit credit to fight 
inflation. 

I think we are all familiar with the program which the Federal 
Reserve and the Treasury Department have asked the banks to follow, 
in limiting their loans, as a hedge against inflation, in order to do every- 
thing they can to discourage loans. 

May we have order, Mr. Chairman? 

The CHatrMan. The committee will come to order. 

Mr. Wo corr. Then he goes on to say: 

If you were a banker and had tried your best to do that, and then received a 
thing like the enclosed in the mail, how would you feel? Maybe we ought to 
have another investigation into some of these Government agencies that don't 
know we are trying to fight inflation. 

Now, attached to that is a release which he received from the Secre- 
tary of Agriculture Charles Brannan, calling attention to the availa- 
bility of the Farmers Home Administration, as a source from which 
loans might be obtained, to acquire farms, and to expand farms, in 
direct competition with private enterprise, calling attention to the 
fact that the family size farm, in two of the counties mentioned, has 
increased in value from $13,000 to $18,000, and that the loans, by the 
Farmers Home Administration, will now be predicated upon this new 
and increased value. 

It goes on to say: 

Farm ownership loans can be made for the purpose of purchasing economic 
family type farms, for developing farms into economic units. Farms which ar 
adequate in size but need major building improvements, drainage, or basic so! 
treatments to make them profitable may qualify for development loans under 
this program. 

Now, that has been a very desirable program, but can’t he agree 
that if it is the policy of the Administration to take the initiative, 2° 
it should, in the curbing of inflationary tendencies, it is rather ill- 
becoming of the policy makers to advertise the fact that they come to 
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the Government and get a loan, if the bank, under the program 
enunciated by the Government, doesn’t see fit to do it? 

Mr. Kune. Well I would just say “Yes,” in answer to the question. 
There are complications to the thing, but by and large, we certainly 
have to coordinate the activities of the Federal Government, because 
that is your Government and my Government. 

Mr. Woucorr. My point is this: The Government is asking the 
banks not to make these loans, and at the same time sending out 
advertisements that they can get the loans from the Government. 

Mr. Kurne. Yes. Now this voluntary credit program, as I under- 
stand it, has two basic aspects to it. The first thing, it asked the 
banks not to lend money for unusual inventories, or for any inven- 
tories Which look speculative or inventories which were unnecessary 
in this period. 

Second, to be careful about making loans which were for the expan- 
sion of production, which was not essential to our present efforts to 
produce for defense or domestic consumption. 

Now, with regard to a lone on a farm, it would seem to me that the 
banker would be well within the voluntary credit program if he made 
loans which were reasonable loans for the kind of farm production 
which was essential and which made sense in that area, and that 
that ought to be fair for the banker. 

It would also seem that any Federal agency, whether it is this one 
or any other one, which was prepared to make loans under reasonable 
consideration whatever, ought to guide itself by the same rules. 

Mr. Woxtcorr, Isn’t that in keeping with the spirit of your recom- 
mendation, wherein your organization recommends that the authority 
for the 1952 agriculture conservation program be reduced from a 
budget estimate of $285 million to $150 million, inasmuch as this loan 
may be used for about the same purpose as loans under the agricultural 
conservation program? 

Mr. Kune. No; the agriculture conservation program is a program 
for performance and was based originally on the proposition that one 
would make improvements in his land practices and as a result would 
get payments—they might be for terracing, the application of lime- 
stone, and so on. In some cases, he actually got the limestone, or he 
got a payment which he turned directly into limestone. 

Mr. Woreorr. The purpose of the conservation program is to make 
the farm more efficient in order to grow more products. 

Mr. Kurne. Also to improve the long-term aspect of soil manage- 

ment, 
_ Mr. Wotcorr. That is right. As I see it, these loans are made, as 
it says here, “for basic soil treatment,” and through the use of soil 
conservation program, it probably would result in their having to use 
less basie soil treatment than they would otherwise. So the two 
programs are somewhat affiliated. 

But the point is that, if this banker, responding to the urge by the 
Government, will not make the loan, and perhaps should not make 
the loan, then do you think that we should encourage, or the Govern- 
ment should encourage, a loan under those circumstances from the 
Federal Government? 

Mr. Kune. I would think that any loan which was not appropriate 
for the banker to make because it was inflationary, would certainly 
not be appropriate for the Government to make. At the same time, I 
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think we should be careful about suggesting that we want to restrict 
credit in the areas where it is highly useful for a thing like good soil 
management, because it is consistent not only with long time good soi! 
use, but it is also consistent with high production and we certainly 
need the production. 

Mr. Wo tcort. Well, these smail country banks are in the habit—it 
is traditional with them—of making fertilizer loans, and everything 
to build up the fertility of the soil. 

Mr. Kune. Yes, indeed. 

Mr. Wo tcorr. If they have a mortgage on that land, it is to the 
banker’s advantage to keep the farm in good condition. 

Mr. Kune. That is right. 

Mr. Woucorr. And they will make a loan for that purpose. 

Mr. Kune. Yes, sir. 

Mr. Woxcorr. Don’t you think, then, that basically, the Federal 
Government should take the initiative in establishing the mone) 
supply, before they use any of these direct controls? 

Mr. Kurne. That is a basic point in our program, not only before it, 
but we think in a period of this kind that is the approach which makes 
sense. 

Mr. Wo .corr. I assume it follows, also, then, that you agree that 
indirect controls should be used first, and if direct controls are used, 
such as price controls or wage controls, rationing, and so forth, they 
should be used only to supplement the use of the indirect controls, 
and not until the indirect controls have been used. 

Mr. Kurne. It is our conviction that in this period, even the stand- 
by authority on the direct control over price, is a very great deterrent 
to our ability to really control inflation at its source, that these other 
things are tougher. The public takes much easier to a proposition of 
being deluded into thinking that their money is good when there are 
price controls, than they do the real program of inflation which makes 
sense if we want to keep this old American way intact. 

The CHarrMan. Will the gentleman yield? 

Mr. Wotcorv. Yes. 

The CuarrMan. I think the witness stated he was opposed to any 
direct controls, under any circumstances. 

Mr. Kuine. I am not sure I understood the question. 

The Cuarrman. I said I understood, I think I understood you 
correctly, that you were opposed to any direct controls, not direct 
controls after you have other controls, but you were opposed to use 
of any direct controls? 

Mr. Kuine. Direct price control. 

The Cuarrman. Yes, direct price control, direct wage controls, 
direct controls which immediately affect the operation of the economy. 
You are opposed to that? i 

Mr. Kurne. The controls in title 1V and V; we recommend their 
elimination. 

The CuarrMan. Yes. 

Mr. Woxcorr. Yes, I thought we perfectly understood each other: 
I think perhaps that I should make the statement without the neces- 
sity of your having to confirm it, namely, if these direct controls are 
used, or if there is necessity for them, it will follow the use of the 
indirect controls, and not precede them? 
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Mr. Kurne. Well certainly, I can comment on that, that it is our 
belief at the moment that we ought to make the least possible inter- 
ference with the things which make the American economy work. 
We believe that when we step over into the price field, we are making 
the maximum interference with the kind of automatic functioning of 
the American economy that makes it superior. 

Mr. Wotcorr. Would you say from your observation and your 
study of the matter, what bank reserves have been increased in the 
last year? 

Mr. Kurye. Bank reserves have been—excess reserves, that is? 

Mr. Woxcort. Yes. 

Mr. Kurne. Approximately doubled, if I am not mistaken, and 
that, in addition to an increase in loans, of 9 billion dollars—I mean 
of demand deposits in the banks. These figures are approximate. 

Mr. Wotcorr. How much has the rediscount rate been raised in 
the last 6 months? 

Mr. Kune. One-quarter of 1 percent, I think. I don’t have those 
figures in front of me, Mr. Chairman. 

Mr. Wotcorr. They haven’t been raised since the first of the year? 

Mr. Kurne. I think that is right. 

Mr. Wotcorr. You haven’t heard of any recommendation being 
made by the President or by the Federal Reserve to increase bank 
reserves, have you? 

Mr. Kune. Well, I understand that there are some recommenda- 
tions in the offing. I haven’t seen them. 

Mr. Wotcorr. That is what we have been trying to get. I under- 
stand it is down on the President’s desk and we can’t bring it off the 
President’s desk, apparently. It is important and we are all very 
much interested. 

Mr. Kurne. [ can’t comment. 

Mr. Woucorr. Everybody is all hot and bothered trying to get 
that report that is on the desk of the President. I don’t see how we 
can go very much further with these hearings until we do know what 
the administration is going to recommend with respect to the expan- 
sion of indirect power to exercise indirect controls. It seems to me 
it would be rather foolhardy to continue the investigation as to 
whether we should use, and how much we should use direct controls, 
when we don’t know how much authority the President is going to 
ask for expanding the authority with respect to indirect controls. I 
am told that certain Members of Congress have that report, and we 
were told that it was down on the President’s desk, and we were told 
a couple of weeks ago we might get it in 10 days or 2 weeks and we 
haven’t got it yet. 

Excepting for the possibility that something might be recommended 
along that Was: you don’t know of any recommendation that might 
be made with respect to an increase in the reserve requirements of the 
banks, do you? 

Mr. Kung. No, sir. We are very close, of course, to the limit, 
under the present law. 

_Mr. Woxcorr. You don’t know of any action on the part of the 
Federal Reserve or the Treasury or the administration to restore the 
gold reserves behind the issues of Federal Reserve notes? 

Mr. Kure. No sir. 
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Mr. Woxcorr. From the 25 percent, which we put in to lick the 
depression, to the traditional 35 percent or 40 percent? 

Mr. Kune. No sir. : 

Mr. Woucorr. Have you heard anything with respect to the re- 
storation of the gold reserve from the 25 percent to the 35 percent 
behind deposit limits? We put it down to 25 percent in the thirtics 
to lick a depression, and it seems to me we should reverse the order 
now if we are going to stabilize, and put it back up to where it was, 
and thereby narrow the foundation for the inflationary pressures. 

The CuarrMan. Have you heard anything of that? 

Mr. Kune. No sir. 

Mr. Woxcorr. I believe we should do those things before we give 
any further consideration to putting into practice these direct controls. 

Mr. Kutne. We have supported the Douglas resolution to clarify 
the responsibility of the Federal Reserve to the Congress, and one of 
its overriding purposes, is the stabilization of money supply and credit 
available to the economy in every way consistent with the needs of 
the economy. 

Mr. Wotcorr. May I take a little reflected glory with respect to 
that resolution. That resolution, as I understand it, is the conse- 
quence of a study which Senator Douglas and I made a year ago. We 
hope it was used as a basis of this report which we expect in here 
momentarily, and if it is, I think that this committee will be impressed 
with the necessity of using these orthodox controls, indirect controls, 
as they are now referred to, previous to the use of direct controls. 

And as I understand it, we made a subcommittee report to the full 
Committee on the Joint Economic Report and the joint committee 
never considered the report because at that time it was not in keeping 
with the policy of the administration and the majority on the Joint 
Committee on the Economic Report did not want to do anything which 
might embarrass the administration in furtherance of its announced 
policy. 

You might be interested to read that subcommittee report again, 
before we pass upon the merits of this bill. 

Has your association given any consideration to the feasibility or 
advisability or practicability of sterilizing part of the debt which is 
held by the banks as an inflationary curb? 

Mr. Kune. We have a considerable body of policy that has been 
written out, at one time or another, with relation to this proposition. 
We don’t have a specific policy with regard to sterilization. ‘That is 
myrecollectiononthe subject. Iwasn’t expecting to be cross-examined 
this carefully on this subject this afternoon. But I do not recollect 
one. 

Mr. Wo corr. Well if we in the Congress could find an answer to 
that, then we probably would be able to remove much of the influence 
which deficit financing has upon the value of the dollar, which 's 
veflected in prices; is that right? 

Mr. Kutne. There isn’t any doubt in my mind but that what you 
are calling indirect controls—that is the matter of what we call 
controlling inflation at its source and keeping the dollar good by the 
various means which influence the supply of money and credit avail- 
able in the economy, and related intelligently to the volume of goods 
and services available—that that sort of thing is consistent with all 
the dynamics of the American system; that that sort of thing allows 
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freedom of choice, consumer preference in the market place, and all 
that sort of thing, and to us seems immeasurably better because it 
doesn’t try to go down by political means and control each farm or 
each firm. It gives great freedom to the individual within the system. 

Mr. Woucorr. That would with an adjustment in tax rates help 
the situation along. 

When you read your statement with respect to taxes, and the 
chairman suggested that everybody was in favor of raising taxes, and 
| dissented, I think perhaps now I should qualify my dissent by making 
the statement, which you may concur in or not, as you see fit, that we 
can hope never to siphon off all inflation through the medium of 
taxation, and that the tax structure should be attuned to the use of 
these indirect controls, as an assistance, and ancillary to them, but not 
in lieu of them. 

No country has ever been able to maintain itself as a capitalistic 
democracy, after more than 35 percent of the income of its people has 
been taken for the maintenance of government. The taking of more 
than 35 pereent of the income has always resulted in some form of 
totalitarianism. 

So I am just a little bit fearful that we will become so overzealous 
in the adoption of this theory, which is growing by leaps and bounds, 
that we should siphon off all inflation through taxes, that we lost sight 
of the fact that in doing so we might destroy the form of our govern- 
ment. 

That is why I seem to be a little cautious. 

Mr. Kurne. We have the same caution in our statement, with re- 
gard to the possibility of destroying a free system with the taxes alone. 
We have also the same approach to the thing, that the indirect con- 
trol is superior to the direct control over the individual. 

With regard to the details, the statement, if we were to make it, 
would be the way we made it, rather than the way you made it, and 
there might be differences as to the techniques, but there just doesn’t 
seem to me to be a basic reason why one can disagree with the proposi- 
tion that indirect controls are superior to direct controls. 

The CaarrmMan. Were you in favor of the support of agricultural 
prices? 

Mr. Kurne. We have a well-outlined program with regard to the 
support of agricultural prices. We have been under consistent attaek 
for a couple of years now, for opposing a level of price supports as 
high as some political people wish to put them. We are of the opinion 
that in this economy of ours, which isn’t laissez faire by a long way, 
it is what I call a peculiarly successful regulated free enterprise, in 
this economy farm prices are still the freest prices there are. Wages 
and farm machinery don’t go up and down like farm prices. 

Therefore, we say there must be something comparable to minimum 
wages in the farm price field, and so we believe in farm price supports. 

But we believe also that if the Government tries to guarantee fair 
and profitable prices to farmers, that it is going to have a whale of a 
job with the equitable distribution of the right to produce, and in 
this context the definition of equitable becomes one vote-—one share, 
and that isn’t the direction in which we are going to get high standards 
of living for agricultural people in my opinion. 

The Cuarrman. All of the farm organizations that you represent, 
I remember, were very actively in favor of the support prices for 
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agricultural commodities. I don’t think you deny that, do you? 
And the farmers were generally in favor of it? 

Mr. Kunz. You mean in 1932, 1933? 

The CHarRMAN. Yes. 

Mr. Kunze. Yes, sir. 

The CHarrMAN. You were all in favor of it? 

Mr. Kune. Yes, sir. 

The Cuatrman. And at the insistence of the farmers, it was 
enacted. You were in favor of the Agricultural Adjustment Act? 

Mr. Kune. That is right. 

The CuarrMan. You were in favor of the soil-conservation pro- 
gram? 

Mr. Kurne. That is right. 

The CuHatrMAN. You were in favor of the farm-loan program? 

Mr. Kune. That is right. 

The Cuairman. You have done pretty well in the last 20 years 
when the Democratic Party has been in power? 

Mr. Kune. Well, we have done pretty well during the last 20 years, 
I try to avoid political statements. 

The CuarrmMan. I thought you should remember that and not be 
unmindful of the many favors and great consideration that the farm- 
ing interests had at the hands of the Democratic Party, and if you 
got it in the last 20 years, you got it from the Democratic Party 
because nobody else has been in power. 

Mr. Kune. I was asked a political question this morning which | 
suggested it would be better for me not to answer—— 

Mr. Wo corr. I don’t think you should. Will you yield to me? 

The Cuarrman. Of course. 

Mr. Wo corr. Your statement contemplates that you are taking 
full credit, or full debit, for the war. Does the Democratic Party 
want to take that attitude? 

The CuarrMan. I hadn’t mentioned the war. - 

Mr. Wotcorr. You mentioned the fact that prices went up and 
all the good things were the result of the Democratic Party being in 
power. I think we have got to recognize that the inflation was 
brought about entirely by the war, and the war probably bailed you 
fellows out. 

The CuatrMan. I think if I were to take all the credit for every- 
thing, | would only be doing what probably would be proper in con- 
sideration of the claims that have been made on the other side. But 
you were in favor of all those things. 

I was in favor of them, too. I want to see the agricultural interests 
be protected, because it is the basic industry of the Nation, and | 
think they are doing a great service to all our people. But I don't 
want you to be unmindful of many things we have done and then to 
pick out some little specific act, down here in some administration, 
and throw that in the balance as against the great things we have 
done for you. Maybe a few fellows down there haven’t done jus! 
what is right. There may be a good deal of human frailty everywhere, 
and maybe you can pick out some little injustice down there, but | 
say when you throw that in the scales, as against the great things We 
have done for you, it ought not have any effect at all. 

Mr. Kune. I am not sure to what you refer, Mr. Chairman. | 
should like to be enlightened. 
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Mr. Wotcorrt. I wish you would be more specific, Mr. Chairman. 
I didn’t get it either. 

The CHAtRMAN. The witness is a very intelligent witness, the head 
of a great organization. He doesn’t have to be coached. He knows 
what he is in favor of. 

Mr. Wotcort. He didn’t understand either. 

Mr. Coie. Meaning he knows on which side his bread is buttered, 
is that it? 

The CHatrMAN. I am calling the committee in order. 

Mr. McDonoveu. Mr. Chairman, you failed to tell the witness 
how to vote from here on, too, didn’t you? 

The CHarrMan. Mr. Deane. 

Mr. Deane. Mr. Chairman, my colleagues below the line, I know, 
appreciate your testimony, Mr. Kline, and I am going to be very 
brief. 

I do not have any trick questions and I am going to try to be as 
honest as I know how in asking you to share with me on some of these 
problems that I view in this situation with which we are faced. 

First, | would like to say that I happen to be a member of the 
American Farm Bureau. I was not able to attend your meeting in 
Dallas. I would be interested in knowing how you came to the 
decision, and the position you are taking concerning this legislation. 

Mr. Kuve. Do you mean the position with regard to the program? 

Mr. Deans. What you include in your statement. 

Mr. Kurns. Well, the most basic thing as it relates to it, I read. 

Mr. Deane. I know you read it. I am asking what were the 
mechanics by which you came to that? 

Mr. Kunz. Do you mean the resolution? 

Mr. Duane. That is right. 

Mr. Kurve. In the first place, the delegates are elected by the States, 
and most of the States have an annual meeting—all of them have an 
annual meeting—during the year most of them have them, not too long 
ahead of the American Farm Bureau Federation. All of them have a 
meeting during the year. 

In each of the States there is the most democratic process they are 
able to work out. It is a completely decentralized organization. 
You may be familiar with it in North Carolina. 

We have no control over them at all. They control us. They then 
decide what they are for, by their own processes, from the counties 
clear up to the State. 

Then they send delegates to the meeting of the American Bureau 
Federation. At that meeting there is a resolutions committee which 
works for some 10 days. It has on it representatives from the various 
States, 

Mr. Deane. Who appoints that resolutions committee? 

Mr. Kung. The delegates are appointed by the president, but they 
are primarily presidents of State farm bureaus elected by the members 
of the respective State farm bureau, plus some five regional repre- 
sentatives who are women and who are elected by the women in the 
farm bureau. 

So that while they are appointed by the president, they are from the 
arm bureaus in the various districts and are people in every instance 
who have been elected by the people at the State level, 
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Then at this resolutions committee meeting they- study the pro- 
posals of the various States, and they are perfectly free to make a 
resolutions committee report. 

The resolutions committee report then goes to the voting delegates, 
who again are free to amend or to change in any way. 

After these have been approved at the annual meeting by a majority 
vote of the voting delegates, they become the policies of the American 
Farm Bureau Federation. This resolution is the basis for our pre- 
sentation. 

Mr. Deane. What part of this resolution was adopted by the dele- 
gates or the various State farm bureaus in advance of the convention in 
Dallas? 

Mr. Kunz. This resolution is the Dallas resolution. This was 
written by the resolutions committee and acted upon by the delegates. 

Mr. Deane. I understand. Did the delegates from the various 
States know the contents or the units of the States know that this 
resolution, in the character in which it is presented in your statement, 
would be presented or adopted? 

Mr. Kune. The resolutions are written by the resolutions com- 
mittee. It would be quite impossible for them to have this resolu- 
tion, because it was created by the resolutions committee as amended 
by the delegates. 

Mr. Deane. I can appreciate that you have got to operate, in an 
organization, in such a way as not to get the complete unanimity of 
thinking on the part of the people, but I am asking this question in 
view of the barrage of telegrams that came to me following the receipt 
of your telegram on the cut of the soil conservation program from 
Farm Bureau leaders and other people in my district, and the question 
in my mind is, to what extent you are actually representing the rank 
and file of the Farm Bureau people. I am not critical of it, please 
understand. 

Mr. Kune. I appreciate your question. 

Mr. Deane. But I feel that, in the important position that you 
occupy, that there should be a very careful effort made to represent 
all the segments of the membership. 

Mr. Kurne. I would like to make two points. The first is that the 
resolution which was quoted was unanimously adopted by the 
delegates. 

The second is, democratic processes are always subject to differences 
of opinion. That is a part of democracy. You never have, say, 
1,450,000 people that think exactly alike. So a national organization 
must operate on the basis of a coordinated majority opinion. 

Mr. Deanr. Since the Dallas convention, there is no need for th 
State conventions to either ratify or disapprove, is that right? 

Mr. Kune. Their first chance to change a position taken at Dallas 
is next year. 

Mr. Deane. The individuals who go from the various States, they 
are the ones in the position to control the determinations at the 
national convention? 

Mr. Kurns. They have no control of them again until next yea’. 
Next year, of course, everything is wide open. However, in youl! 
State they have had an annual meeting since the Dallas meeting o! 
the national organization and did approve the position of the Americal 
Farm Bureau Federation? 
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Mr. Deane. I just want the record to show that I had quite a 
large number of telegrams from leading Farm Bureau people, object- 
ing to that particular part of the program. 

| am glad to have you as a witness, and I am sure that there are 
in the audience strong representatives of your organization, or ours, 
may I say. I think you would be interested in this particular state- 
ment made by Mr. Wilson. I quizzed him on the point to what 
extent he was free from executive control or control by the 
administration. 

I asked him this question: 

Have I gained the right impression, that the executive department is not 
interfering with the job that you are trying to do? 

Mr. Witson. No, sir, they are not. 

Now proceeding from that point on—and I might follow by saying 
that my colleague from New York, Mr. Gamble, followed by saying, 
Mr. Chairman, I just want the members of this committee to know that I am very 
proud of Mr. Wilson. He is a constituent and on behalf of the Twenty-eighth 
District of New York, we are very proud of the great job he is doing and we hope 
he stays here during the whole course of this engagement. 

Now I may not have gained the correct implication of the statement 
that you made here, but do I understand that you imply that you 
have the feeling that there is a present easing of the inflationary 
forces, and that it can be somewhat extended, or will be extended in 
the months to come? 

Mr. Kinz, You mean the easing of the inflation would be ex- 
tended? 

Mr. Deane. Yes. 

Mr. Kure. First, I would say there isn’t any question about the 
present easing of the inflationary forces. There are very considerable 
stocks of goods, and people have over-extended in buying, and there 
is every evidence that stocks have caught up with demand in a lot of 
places. 

Now the second thing I would like to comment on further, is that, 
with regard to the future, I am not at all complacent. As I have said 
repeatedly in our testimony, it is going to take a tough program, and 
this kind of program, I think, has got to be presented to the people on 
its merits, and not on the basis of something that is easy to do. This 
is not going to be easy for people even if it is done with inflation— 
with inflation it will be worse. 

Mr. Duang. I was going to follow you by giving you the testimony 
given by Mr. Johnston, who appeared before the committee here in 
recent days, wherein he pointed out that in the 10 minutes since 
Korea, the defense procurement orders were $27 billion. 

Last May, the procurement orders were $600 million per month. 
In June, of last year, they were $1.4 billion, and as of the present time, 
a orders are being given at the rate of a billion dollars a 
week, 

And my only reaction to that is the fact that we have not, even yet, 
come to realize the serious impact of these defense orders. 


i Let me quote, Mr. Chairman, from what Mr. Wilson himself stated. 
e said. 


Although the production program has progressed well under the Defense 
Froduction Act, I cannot be quite as optimistic concerning inflation. The price 
inflation we have suffered since Korea arose largely from psychological factors, 
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but the inflationary pressures coming up are not purely psychological. They 
are very real, arising from the full impact of the production program. When 
more and more money is bidding for the same, or a lesser amount of goods and 
services, pressures on prices are generated. 

This is what concerns me: 

If prices were permitted to rise, wages would follow. Then prices again, and 
then wages. The only real answer to this problem is to balance supply and 
demand. Since we cannot achieve the balance by increasing civilian production 
immediately, we must reduce the excess purchasing power. 

Now as I understand from your statement, on the last page, you 
state that you advocate—I don’t have your statement before me, oh 
yes, here it is—you state: 

We, therefore recommend that titles I, II, III, VI, and VII of the 1950 act be 
extended without any increase in the Federal Government’s existing authority, 
and that titles IV and V be allowed to expire on June 30. 

I would like to point out, Mr. Kline, that in title I, on page 10 of 
that bill, in the bill here before us, rates charged by any common 
carrier or any public utility would be subject to certain Federal, 
State, and municipal control. They are now. 

It seems to me as we think about these problems of control, it states, 
“T am in favor of a program just so it doesn’t apply to me.” 

I was talking only today with certain friends of mine in the telephone 
industry, for example, whose wages are controlled by the public utility 
commissions of the various States. 

Right now they are faced with the expiration, in the immediate 
future, of their contracts with organized labor, and they have not 
reached a decision—now—these employees, I don’t know whether they 
are justified in their demands or not, but I do know that they are faced 
with these facts that I have mentioned, and that they are going to 
continue to face them—this inflationary spiral and this upping of 
prices. 

Here is a great segment, taking the Southern Bell Telephone Co., 
for instance, throughout the southern area—I have assembled these 
figures. Southern Bell employes 55,000 people. In my State of 
North Carolina there are 21,500. In the Nation there are 550,000. 

When you take all the telephone companies, the various common 
carriers, and all these other particular segments of our industry and 
our economy, that are definitely subject to certain types of control— 
they may have escalator clauses in their wage contracts, and so on— 
if we allow one great segment of our industry to seek its own level, 
wages and prices, we are placing a very severe handicap on these 
industries that are controlled. 

What is your reaction to that position? 

Mr. Kune. Well, that we have a certain balance in this country, 
and we have been able to make it work. 

Now we have a lot of controls in the area of which you speak. W: 
are not suggesting—— ie 

Mr. Deane. Do you think that they should stay under the rigic 
control in which they find themselves? 

Mr. Kune. We have worked out a lot of means for operating ®s 
against monopolies, and public utilities, and natural monopolies, ant 
things of that sort—and when I say “as against”’ I mean in regard to 
“for the purpose of protecting the public interest.”’ I would not see 
any reason for eliminating the safeguards which have been set up !! 
the public interest now. There would be no point in it. 
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Mr. Deane. Well, you don’t think that the stabilization of prices 
and wages in other segments of the economy is in the public interest? 

Mr. Kurne. I am for the stabilization of prices and wages. I am 
simply saying that I do not believe that price control can or will do it. 

Mr. Deane. The only procedure by which you would stabilize are 
these so-called indirect controls, and the elimination of unnecessary 
Government expenditures, and these other particular points you 
have mentioned? 

Mr. Kurne. I certainly agree with the statement you read from 
Mr. Wilson, in which he said the only way of taking care of this 
matter of decreasing supplies is to decrease purchasing ability. 

if you would read the last sentence of the statement you quoted from 
Mr. Wilson, I agree with it heartily. 

Mr. Deane. Yet you disagreed with Mr. Wilson later, when he 
said that, though he was against controls, this was the only means of 
which to do the job. 

Mr. Kuine. | certainly disagree diametrically that the only answer 
now to this problem is wage and price controls. I think they are a 
fake answer. 

Mr. Deane. To an extent | agree with the views of Mr. Wolcott, 
namely, that we ought to be careful, as we place the tax burden on 
our people. We need all the taxes that it is possible to raise, but 
from your own knowledge and experience, is it not true that generally, 
when taxes or types of taxes are imposed, !t is very difficult to ever 
eliminate them? 

Mr. Kune. Yes, however, as between taxes and the things which 
arise with the use of price controls and subsidies, taxes are much easier 
to get rid of. 

Mr. Deane. You advocate a pay-as-you-go plan 

Now, are you recommending any special type of taxes? 

Mr. Kune. We made a detailed recommendation to the Ways 
and Means Committee some several weeks ago. 

Mr. Deane. I will not go into that in detail. What I am trying 
to arrive at is this: As we take more of the take-home pay away from 
the employees of the country, they are going to feel more and more 
the inflationary impact. And I am thinking about the average wage 
earner. Isn’t that true? 

Mr. Kunz. The average wage earner is—I am not sure that I 
appreciated your full question. I would rather have you restate it. 
It isa very important question. 

Mr. Deane. Well, I am saying that as we place additional taxes 
upon the wage earner, and the white-collar worker, and with prices 
seeking their own level, and with the impact of these procurement 
programs, they are going to be faced more and more with severe 
problems in trying to stretch that dollar. 

Mr. Kuve. Well, higher taxes are always a burden to everybody, 
whether he is a worker or whatever he is. 

Mr. Deane. [ think you see what I am driving at, that the average 
wage earner is going to have less money in the months to come if 
the tax burden that is being recommended now goes into effect. 

You indicate that you want to see more people buy Government 
yonds. I guess you are familiar with the fact that the consumer 
credit organizations over the country are opposing Regulation W? 

Mr. Kuve. Yes, I am familiar with that. 
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Mr. Deane. You know they are? 

Mr. Kurne. Yes. 

Mr. Dranr. What would be your reaction to that? Here you 
place controls over one part of the economy, and yet, you say to the 
other sections, ‘‘We will not do it.” 

Mr. Kurve. To the maximum possible extent we think that the 
controls ought to be of the kind which reduce the over-all purchasing 
ability and leave everybody free within that to do his best and to 
hope that his best will be fairly rewarded. 

I would like to say further that in this business of reducing pur- 
chasing ability with taxes, it certainly shouldn’t go so far that there 
isn’t a level of income in this country which will take care of all the 
goods we are able to produce. The absolute measure of the standard 
of living in this period is going to be the production per man and the 
total production we get outside of what we put into defense. This 
standard of living has certainly a better opportunity to be high if 
we maximize on everything we know how to do, which is in the 
American way and has delivered the goods. That is what is really 
going to decide whether this person’s purchasing ability rises, and 
as far as labor is concerned, I think you will find, when the histor 
of this period is written, that labor did relatively very well, because 
they always have before in this kind of an employment period. 

Mr. Deane. Following that particular observation, and your 
recommendation that people should buy more Government. bonds, 
do you know what the Treasury out-of-pocket money for this par- 
ticular period, January 1 of this year to April 30 of this year, was, in 
E bonds that were cashed? 

Mr. Kune. No, sir. 

Mr. Deane. I have before me the National Foundation for Con- 
sumer Credit. Of course they are pointing out here the reasons as to 
why Regulation W should be relaxed, and I note here that from 
January 1 to April 30, 1951, there was a redemption of E bonds in the 
amount of $1,477,752,000. During the same period, there wer 
purchased $1,148,903,000 worth of bonds. 

That leaves a Treasury out-of-pocket of $239 million. 

Those bonds were cashed by the average citizens of this country, 
and the only reason that I know that they had to cash them in was 
because they did not have enough money to make ends meet. 

Mr. McDonoveu. Will the gentleman yield? 

Mr. Deane. I would like to continue my thought, please, sir. 

Now I have figures here. This being a New York organization. 
they give the actual amount of withdrawals from the banks and the 
lending institutions in the State of New York, for this same period, 
January 1 to April 30, of $17 million. 

I don’t know that their average is correct. Perhaps their opinion 
is as good as anyone else’s, and they say on a national basis that would 
mean that there were withdrawals, by the people of this country, 
during that period, of approximately $450 million. 

The substance of that to me is that people having less and les 
money, you are going to see more and more demands for wage increas?s, 
and our rural people, in my opinion, are going to feel the impact of" 
as much as anyone else. 

Mr. Kune. Well, I should comment there that these withdrawa' 
have been relatively modest, taking your figures. I don’t have the 
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figures before me. But as I remember E bonds outstanding are in the 
neighborhood of $35 billion, and the withdrawal then, of three hundred 
and some million dollars is relatively modest. 

Also, a reduction in deposits in banks of $178 million—again taking 
your figures, as I don’t have the figures before me—are relatively 
modest. As I remember the figures, time deposits in banks are just 
under $60 billion. 

Mr. Deane. Well, I think it indicates a trend. Whereas 1 or 2 or 3 
years ago, this was not true, it is true now, that we are in a period of 
inflation, and the only thing individuals can do, is to cash, as they are 
doing, their savings. 

| don’t know whether I understood you, when you were answering 
queries directed to you by Mr. Wolcott, that you do not approve of 
the policies of the Farmers Home Administration, the Production 
Credit Association, and the types of loans they are making? 

Mr. Kurne. No; that was not the way the queston was phrased and 
I would have to refer to the record to know the question and the 
answer. 

Mr. Deane. Well, just answer my query. How do you feel toward 
the type of loans that they are making, the production Credit Associa- 
tion, and the Farmers Home Association? 

Mr. Kurne. I have not studied their current loan records and activ- 
ities, but in general, I would say what the text of my answer to Mr. 
Wolcott was: that when we have a thing like a voluntary credit agree- 
ment in effect, in an effort to control inflation, that certainly our 
Government ought to govern themselves by the same kind of regula- 
tions which they have asked the banks to use under the voluntary 
credit restrictions. 

Mr. Deane. In other words, you don’t approve of them making 
the type of loans they are making? 

Mr. Kurne. No; 1 would deny that that is what I said. I said 
more accurately what I intended. 

Mr. Deane. Well, the implication is that, generally speaking, you 
should feel that they should withhold making loans, or at least cut 
down on their operations during this period? 

Mr. Kuinn. I would say that they ought—I would repeat, in fact 
that they ought to follow the same kind of program which has been 
worked out in this voluntary credit program to prevent inflation. 
Well, that is the sort of thing where you try not to make speculative 
loans, where you try not to make loans which involve considerable 
increase in expenditures not consistent with our needs in this period, 
and that sort of thing. I think the same criteria ought to apply and 
Iam not prepared to answer with regard to these things because I 
have ag made a current study of their activities in the last couple of 
months, 

Mr. Deane. Wouldn’t you admit, Mr. Kline—and I will say this, 
I would tell it to my own banker friend, I happen to own a few shares 
of stock in a bank in my own home town, and I know this to be true— 
that they have encouraged farmers to go to Production Credit, to 
0 to Farmers Home Administration, to bail them out. 

Thad a friend of mine from my own county in Washington. I told 
lim he would have to go back and start his home bank in his own 
‘county, that there was no agency here that could help him. But he 
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owed the bank $600 or $700 interest. He could not get any more 
credit from them. He could not carry on his operations. 

What he wanted to do and what the banker wanted him to do was 
to borrow enough money to bail him out and he could get out alto- 
gether. But the Farmers Administration doesn’t do that, as you 
know. They will take care of certain interest requirements, but no 
principal. 

He could not have operated, had it not been that, this season, he 
borrowed several thousand dollars from the Farmers Home Adminis- 
tration, and he is operating this year because the banks, in the first 
place, wanted to get off the loan and they could not lend him anything 
else. 

I think that we have in these organizations something that has been 
the salvation of the small farmer, who could not get credit from the 
local bank. I appreciate the banks’ position, which was that they 
could not afford to lend it. But I think we should keep in mind the 
outstanding record of the Farmers Home Administration, which has 
collected, | would say, over 90 percent of the loans it has made. 

I do not want to make a statement, | am trying to get from you, 
however, your reactions to certain of these fundamental policies and 
programs of the Government, which in my opinion have been the sal- 
vation of the farmer. 

Mr. McDonoveu. Will the gentleman yield? 

Mr. Deane. Just one minute. 

That is all, Mr. Kline. The only thing that I say is, as a member 
of your organization, what is important is to know the grass-roots 
feeling of the people on these important issues that affect so many 
people, because I have heard some pretty strong criticism from the 
people in local counties, individual farmers, on some of the programs 
being adopted and promulgated and pushed by the Farm Bureau. 
That is all, Mr. Chairman. 

Mr. Brown (presiding). Dr. Talle. 

Mr. Taute. Mr. Chairman. Thank you. First of all, I want to 
commend you, Mr. Kline, on your very fine statement. 

You made one observation which I would like to emphasize. 

We have no large-scale economic operation in our country that's 
so thoroughly competitive as agriculture. That is correct, is it not? 

Mr. Kune. That is right. 

Mr. Tatur. The forces of demand and supply work more freely in 
agriculture than in any other field of production. 

Mr. Kurne. That is correct. 

Mr. Tauue. Next in order, I think, would be retail merchandising. 
And from there on out we find various gradations of self-imposed 
control in one way or another. 

Understandings, agreements, and so on and so forth. But i 
agriculture, we have genuine competition. 

Now if we are going to preserve the free choice economy of whic! 
you speak, certainly the voice of the farmer should be heard, and ! 
am very happy that you have furnished excellent testimony. 

I am very happy that the voice of the farmer is speaking for a fre’ 
America. 

I would like to suggest another point for your program, and I do 
it in all humility. I merely suggest it as an eighth point. 
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That is, that in addition to cutting out the nondefense spending 
which we can cut out, we should insist on getting a dollar’s worth 
of national defense for every dollar appropriated for that purpose. 
The waste and extravagance in World War II were scandalous, and 
| have never seen a statement yet that has satisfied me with reference 
to the billion and billions of dollars voted since 1945 for the armed 
services purposes. 

That housekeeping has never been accounted for, and I think that 
the Congress should adopt a policy of watching very carefully how 
the dollars are spent for national defense purposes. Just to say they 
are spent for that, and letting it go at that, will end up the way things 
did in pea War II, with a lot of waste and extravagance and 
scandal. 

Mr. Kune. I could comment with regard to your eighth point, 
that we did not set it out, as you have suggested, but that it is in 
No. 2, where we say, ‘Eliminate all nonessential Federal expenditures 
and institute real efficiency in all Government activities, including 
defense.”’ 

We just do not think it is possible to take the kind of a share that 
is involved in defense, and to decide that you are not going, in the 
people’s interest, to be really critical of that area of expenditure. 
We think it has got to be done in the interest of getting a bill that we 
can pay, because we have got to pay the bill. 

Mr. Tauxe. I think it hes in the nature of the case. Things have 
got to be done so fast, sometimes, that they cannot be done as they 
could be done if there were time. 

Mr. Kune. That is right, Part of it is inevitable, but we should 
not invite any more waste than is inevitable. 

Mr. Tate. That is right. I agree with you. 

Mr. Brown. Mr. McKinnon. 

Mr. McKinnon. Mr. Chairman, I have some questions I would 
like to ask Mr. Kline, but in view of your experience, I think your 
voice would be a little more important. I would be glad to concede 
my time if you would like to use it. 

Mr. Brown. The gentleman from California is recognized. Thank 
you. 

Mr. McKinnon. Mr. Kline, I am interested in your testimony. I 
am in agreement with a lot of things you say and in disagreement 
with some of the things you say. I want to compliment you on your 
good staff members. I think you will agree with me and I will agree 
with you that we both prefer a free economy any time we can have it, 
and | think you will go along further with me in saying that of all 
the economies to try to run or to operate or live in, a free economy, 
or a completely controlled economy such as they have in Russia, 
those two economies are perhaps the easiest to operate, and a mixed 
economy is perhaps the hardest one to live in and operate? Do you 
agree to that? 

Mr. Kune. Well, I am not sure. In the first place, I never tried 
to live in Russia. In the second place, I never lived in a laissez-faire 
economy. I have just lived in the United States and traveled around 
a little bit. The United States hasn’t been laissez-faire by any 
means. It hasn’t been anything like the free economy of Great 
Britain in former times. 
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Mr. McKinnon. Would you want to go back to that? 

Mr. Kune. No, and I don’t intend to go to Russia, either. 

Mr. McKinnon. But the type of economy we found ourselves in 
in World War II was much more difficult than the free economy of 
the twenties and the last couple of years. 

Mr. Kune. Did you say during the war, World War II? 

Mr. McKinnon. I said the mixed economy of World War II, as 
compared with the economy we had in the twenties or in the last 
couple of years, since the various controls have been removed. 

Mr. Kurne. There isn’t any question about the fact there were a 
lot of difficulties in World War IT. 

Mr. McKinnon. In other words, a mixed economy such as one in 
a national emergency is less easier to operate in than one in a free 
economy ? 

Mr. Kune. That is right. 

Mr. McKinnon. As we come to the point where our national 
economy and our whole existence is threatened, and where we have to 
make sacrifices, in the way of taxes and in the way of other things, 
do you agree with me that there should be equality of sacrifice? 

Mr. Kune. That is a very good term. [I like it. 

Mr. McKinnon. You are in favor of it. 

Mr. Kune. I am in favor of equality of sacrifice. I am also in 
favor of equality of opportunity. 

Mr. McKinnon. Yes, sir; and so am I. I wonder if, in your 
statement here, such as on the last page, if your statement squares 
with your viewpoint and your stated feeling, that you believe we 
should have an equality of sacrifice. 

Mr. Kune. I should be happy to have you point the question up 
and to answer to the best of my ability. 

Mr. McKinnon. I will try. In other words, you say you believe 
we should have a control of allocations and materials, and that 
certain manufacturers should be directed as to where they shall sell 
their merchandise and where they shall be placed. 

On the other hand, you don’t feel that we should have a contro! of 
prices. 

Now, you are controlling one part of the economy, but you urge 
that we have no control over another part of it, which I cite to you 
as not quite an equality of sacrifice, because any time you get into a 
control, a man is sacrificing a part of his freedom of operation. 

Mr. Kuine. I can understand your question and I shall be happy 
to answer it. 

There are various degrees to which one might interfere with the 
economy. You cite here an interference with the ability of certain 
people who might produce a strategic material to sell to whom they 
wish as an interference, and therefore suggest that since we have 0 
interfere with that we ought to interfere with the rest. 

This would lead us, if we took this logic, and just followed it, step 
by step, inevitably to complete regimentation because we would say, 
“Look, we have this much under control, therefore, we must take 
this much more.”’ ; 

Our philosophy in this situation is this: We make the minimum, 
absolutely essential interference. This includes allocation of scarce 
items. Obviously, you have to have cobalt to make radar tubes, and 
the cobalt supply is short. 
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On the other hand, we believe that when you undertake to interfere 
with price you undertake the maximum interference with the basic 
functioning in the American economy. That, we believe, is a wrong 
approach to our present situation. 

Mr. McKinnon. Do you think a man who is directed to sell his 
product to a certain customer is not interfered with as much as a man 
who is told how much he can sell for? 

Mr. Kune. There isn’t any{question but what the minimum of 
interference which we require is that in the case of certain raw mate- 
rials or certain strategic metals or things of that sort, they have to go 
into the war effort because there isn’t enough to both do that and build 
something else. 

At the same time he is interfered with on price. That is not the 
question. The question is whether or not interference with all prices 
is essential. I would say that with regard to this individually, I 
would have to know whether it was a greater interference. 

Mr. McKinnon. But your point is that it is all right to tell one 
man what he shall do with his material, but that it is not to tell another 
person for what he shall sell his material. 

Mr. Kurye. No, sir; I can state my viewpoint more accurately 
than that. 

Mr. McKinnon. Go ahead. 

Mr. Kune. I want the minimum interference and not the maximum 
one, and those who happen to be in the situation where, in the public 
interest —for instance, you mentioned manganese—it must be directed, 
then we must direct it, but that we always take the minimum inter- 
ference rather than stepping over into unnecessary or maximum inter- 
ference. 

Mr. McKinnon. You believe the maximum amount of manganese 
should be given to a steel producer to enable him to put out his 
greatest output of steel? 

Mr. Kune. I think we should make an analysis of the essential 
materials available and their most essential uses and see that they go 
to those uses. 

Mr. McKinnon. Take the matter of food, which is a very essential 
raw material to the factory worker. If we don’t control prices, we are 
going to experience shortages. 

Then we have the same situation as allocating material into a 
strategic, national defense. 

Mr. Kurng. No, the situation is not the same. We are not short 
on food; we are long on food. We have an excellent ability to continue 
to improve the supply. 

Mr. McKinnon. I will agree we have a long price on food. Whether 
we have supply or not, I don’t know, but judging from your argument, 
the price of food has not increased excessively. 

Mr. Kunz. If we were satisfied with the diets we used in 1935-39 
we could buy them with 18 percent of consumers’ income as against 
23 percent in 1935-39. 

Mr. McKinnon. Perhaps you're right but the trend has not per- 
petuated itself in that regard. Our prices of food are going up faster 
than our ability to buy them. 

Mr. Kure. Well, the actual participation indicates that it is rather 


leveled off. The BLS statement yesterday said a tenth of a percent 
increase. 
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Mr. McKinnon. Well, from January 1, 1950, to present date the 
price of meat has gone up some 26 percent. Wages have gone up 12 
percent. I don’t have the figures available, but I think that is right. 

Mr. Kure. Well, as I pointed out awhile ago, net farm income last 
year was $13 billion, and that certainly was $5 billion less than the net 
farm income immediately after the Second World War and there had 
to be some increase in prices this year to get a fair consideration. 

Mr. McKinnon. Let me ask you a question on that farm income, 
too. You and Mr. Multer got into quite a discussion on net income on 
farms. The farmer, as I understand it, pays his income tax upon his 
net income, on a farm operation; is that true? 

Mr. Kune. It sure is. 

Mr. McKinnon. And you went before the Ways and Means Com- 
mittee a few weeks ago and advocated a $4 billion increase on income 
taxes to help stop our inflationary trend. 

Mr. Kune. That is right. 

Mr. McKinnon. The farmer has two sources of income; has he not? 
He has his net income, his cash income, that he gets from his cash 
crops, and many farmers also have another income, such as milk, 
eggs, and butter—things they raise on their farms to eat themselves. 

That is a form of income; is it not? 

Mr. Kune. That is right. 

Mr. McKinnon. On one he is taxed and on the other he is not 
taxed; is that right? 

Mr. Kune. That is right. 

Mr. McKinnon. When you advocate a $4 billion increase in income 
taxes, the farm worker is going to be paying an income tax only on a 
portion of his income, whereas the factory worker will be paying a 
tax on his complete income. 

Is that equality of sacrifice? 

Mr. Kurng. The equality involved as between comparing city 
labor and agriculture is an illusive sort of thing. 

Mr. McKinnon. There is nothing illusive about the take-home 
pay of a man with which to buy food. 

Mr. Kune. I would agree that the answer to your question is 
“Ves.” 

But I would state what you are up against in this proposition when 
you make a direct comparison, and when you that the farmer has an 
unfair advantage. There are a lot of disadvantages involved in this 
proposition. 

In 1950, farm people, figured on hourly earnings, got 69 cents an 
hour; and manufacturing workers $1.46; building-construction workers 
$2 and $3; and others $1.17. 

In 1947, farmers got 94 cents; manufacturers, $1.24; construction, 
$1.68, and so on, which isn’t so bad. 

You say “equality of sacrifice,” when a farmer takes these ups and 
downs, and takes a lot of these bad years, and you step over here and 
say, “Look, this fellow has to milk a cow night and morning and 
therefore w e ought to tax him in some way so that it makes for equality 
of sacrifice.” We had better go back to the hourly earnings then, ] 
think. 

Mr. McKinnon. Well, of course, we are talking about what we are 
doing to stabilize our economy, and we are starting out from a given 
date, which happens to be now, and we have these. price differentials, 
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and there are a lot of arguments on the factory worker’s side, too, as 
to whether he gets a full year’s work and so on. But we are starting 
from now to make sacrifices. We are saying we should pass higher 
tax laws, More stringent credit controls, and these things are necessary. 

But when we come to a certain point and say, ‘“‘Let’s do this, but 
we don’t want to do this,” I say if we are going to make sacrifices, they 
should be equal. 

Suppose we don’t have any price control, and suppose food prices 
go up another 10 or 15 or 20 percent, as they are very apt to do— 
in fact, that may be minor. Then we are going to see the factory 
workers come in through their unions and demand an increase in wages. 

Don’t you think that would be a logical conclusion? 

Mr. Kung. Well, the answer is, ‘‘Yes.’’ 

Mr. McKinnon. We are going to see every part of our economy 
come in and demand more money, and in doing that, we cheapen our 
money, which is the very thing we are trying to get away from in our 
stabilization program, so do we end up better off or worse off? 

Mr. Kune. Well, I don’t agree with the argument. In the first 
place, the farmer can’t come in and demand money. He can go in and 
demand money to his heart’s content, because all he gets is what he 
gets at the market. 

Mr. McKinnon. The farmer is often low man on the totem pole, 
that is true, but food prices do go up. 

Mr. Kurng. Secondly, I think there is every reason to believe we can 
pay this 20 percent bill and that we won’t get the spiraling thing 
you speak of. 

Now, if the people just decide to give up, and collective bargaining 
is out the window and business makes irresponsible contracts and 
labor leaders throw sense to the winds, then, of course, we are in an 
inflationary spiral but I don’t think the American people are made 
that way. I think we have more sense. As a matter of fact, standard 
of living is going to depend on the total production and actually in the 
year ahead, I say again, I am certain that labor is going to, when the 
statistics are added up, have done fairly well. 

Now, there are some places where the difficulty of having equality 
of sacrifice is great. That is the reason we need to shift over as 
smoothly as possible so we don’t get spots of unemployment, because 
real unfairness exists as between a highly employed man who gets 15 
hours overtime and a man who loses his job while the plant is being 
changed or because he doesn’t get a war contract. 

So we have to do our level best to operate this thing well. But 
when you say equal, then I am afraid of the philosophy back of it, 
because this is per capita distribution and this is not only not the 
American way but somewhere near the other. 

Mr. McKrynon. We are talking about equality of sacrifice. Now, 
you don’t believe that is quite right after second thought? 

Mr. Kune. I didn’t say that. I understood you at one place to 
say that we had to distribute things on an equal basis. 

Mr. McKinnon. I made no such statement. 

Mr. Kuve. Equality of sacrifice is a very good thing on third 
thought. I always thought it was a good thing, but we must remember 
we have to keep equality of opportunity. 

_ Mr. McKinnon. Thatisright. Equality of opportunity is a pretty 
important thing, too. That means the opportunity to take your 
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pay check and be able to have a reasonable standard of living. It 
means the opportunity for people to move about freely. It means the 
opportunity for you to run your business the way you would like to. 
But sometimes we have to sacrifice some of those opportunities when 
getting into an all-out emergency period as it looks like we are going 
into for the next year or two. . 

Now, we come to a matter of generalization. The things you 
pointed out a moment ago may be true in a general sense, but people 
live by specific instances and experiences and if one group of wave 
earners find themselves pinched on their income and not buying the 
food they got a year ago, you have unrest and you have more pres- 
sures, more inflation, and more increases in wages and higher costs 
back to the farmer, and in the long run, everybody tries to get some- 
— for himself, or equalize himself, so we end up with a cheaper 
dollar. 

You made an interesting statement, Mr. Kline, a few minutes ago 
about controls and our World War IT experience. 

On page 74 of this April, 1951, series of charts, pages 56 and 74, we 
have two charts of consumers’ prices and production. 

It is an interesting thing to note that in June of 1946, we had 
roughly an industrial production of 170 and by January of 1950, 
the figure had risen to about 185. 

These charts are hard to read with exactude, but it is approxi- 
mately that, which is roughly a 10 percent increase after OPA was 
removed up until 1950. 

In the meantime, our consumers prices went from 113 to 167, an 
increase of roughly 30 percent, which would bear out your contention 
that after the artificial ceiling was removed, prices began to find their 
natural levels. 

And that is only to be expected. 

Then, in January 1951, a year later we saw production rise from 
185 to 220, an increase of 16 percent, and consumer prices went from 
167 to 180, a rise of 8 percent, bearing out still further your statement 
that supply and demand has an awful lot to do with prices. In other 
words, as production increases, prices still went up but they were 
beginning to taper off. 

Might I point out to you in that relation, that had we not put on 
price controls, early in 1942, that instead of prices being roughly at 
131, and then going up to 167 immediately after controls were repealed, 
our prices would at least have been 161 for probably a 2 or 3 year period 
in there, seeking perhaps even a higher level before maybe coming back 
down. If we had allowed that to happen we would have cost our 
consumers many billions of dollars. But by this artificial holding 
the line, even though it wasn’t good in many respects, we were able 
to hold the price ratio to a two- or three-point rise in that pericd 
and were able to save our economy billions of dollars in consumer 
expenses. 

Had we not had that, I am sure we would have seen our consumer 
prices go way up, our dollar become even cheaper than it is today, 
and we would have started from a much higher inflationary level 
trying to get ourselves restored to a natural economy. 

Mr. Kune. If I may comment on your statistics, it is always 
difficult to prove what would have happened under certain circuD- 
stances because it didn’t happen. 
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Mr. McKinnon. That is the best argument I have heard for a new 
price-control situation right now, because we have seen prices going 
up during the last 6 months, while as for a 4-year period under OPA 
we saw prices held relatively stable, so therefore, based on what did 
bape it would be good sense to repeat our experience of World 
War II. 

Mr. Kune. I should like to make comments with regard to your 
conclusion on the statistics. 

First, the question of exactly what the prices were. It is pretty 
generally agreed that there was a considerable amount of black market 
in a good many areas that didn’t get into statistics. That therefore, 
they would be at least modestly above what they actually were. 

Mr. McKinnon. A relatively small percentage, Mr. Kline. 

Mr. Kune. All right, I am willing to agree. 

Mr. McKinnon. There are a small percentage of lawbreakers in 
everything. 

Mr. Kune. I am not talking about lawbreakers now, I am talking 
about statistics. 

The second one is that the assumption, that the difference would 
have been there, and would have been a valid difference the way it is, 
is obviously incorrect, because income taxes would have gone up, with 
this higher level of income and therefore we would have paid more of 
it, and therefore it is our own opinion, and it is a calculated position, 
that we should have paid more of it, but even with the tax laws then 
in effect, had we had these higher prices, obviously more of it would 
have been paid for at a time because of higher income taxes. 

Mr. McKrynon. You are the one talking about what did not 
happen, and not I. 

Mr. Kuirve. Lam pointing out what would have happened inevitably, 
which is a different thing. Obviously if prices had been higher 
income taxes would have been higher. 

There is still another point: the assumption that these things were 
in balance all the time, and therefore you had these high prices through 
here, would have had a rather dramatic effect postwar because 
people could not have spent the money during the war and still have 
had it after the war and it was the savings they had out of the sub- 
merged inflation during the war that they spent after the war which 
created the rise in the chart subsequent to the war. 

So when we argue and say that we could go back and say things 
would have been so and so—and I apply it to my argument as well as 
to yours—we can never be right as to what would happen. 

Mr. Bouurne. I would like to have Mr. Kline’s comment on this 
point. We have been told from a report last December of the Senate 
Committee on Appropriations that the post-Korea inflation in effect 
canceled out, as far as the defense, direct defense expenditures are con- 
cerned, the $3 billion increased tax that was involved in the tax legis- 
lation passed in 1950 by the Congress. 

| would like you to comment on that, in relation to the cost of 
. ond War II, within the frame of reference that Mr. McKinnon has 
SULT up. 

Mr. King. This question becomes a little complicated. 

Mr. Boturne. Very. 

Mr. Kurne. I would hate to comment on that in relation to World 
War II, because we would have to set up a lot more assumptions with 
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regard to timing and one thing or another, and after all, this concerns 
$256 billion, and I don’t have a calculator. 

Mr. Bouturne. But wouldn’t you think there was some point to 
that question? 

Mr. Kunz. Now with regard to this period since Korea, I should 
like to read from Senator Douglas’ speech in the Senate, I think it 
was on the 22d of February: 

The increase in the total supply of bank credit has been about 10 percent. 
The increase in the total quantity of physical production has been apparently 
about 10 percent. 

The increase in the velocity of circulation of money and credit has been about 
10 percent. 

The increase in prices has been about 10 percent, if we include all retail and 
wholesale prices. 

It is interesting to note that if we divide the relative increase in the total amount 
of money plus the increase in velocity of circulation— 
and so forth. This relation to the proposition of Korea and the propo- 
sition that I make in a little less technical language in my presentation, 
that this business of maintaining a cheap money policy during a time 
when you had the psychology of inflation, was a dramatic cause of 
the increase in prices since Korea, and I think it a far more valuable 
thing for you to try to understand than what might have happened 
under some supposition with regard to price control. 

Mr. Boturne. There is no supposition about what happened to the 
cost to the taxpayer of buying a certain amount of defense. 

Mr. Kurne. No, indeed, that is right. 

Mr. McKinnon. Likewise, Mr. Kline, there is no uncertainty as to 
what happened to prices in that 4-year period between 1942 and 1946. 
They were held relatively stable? 

Mr. Kurne. Inflation was submerged in that period. 

Mr. McKinnon. I think we are both in agreement that we need a 
higher tax program, that we need certain restrictions in credit, but | 
think you and | both will agree on the fact that taxes and tighter credit 
takes a little while before their forces are felt and if we pass a tax 
law within the next 2 or 3 months, it would be sometime before that 
increased tax would have an effect upon our wages and upon our price 
system. 

Mr. Kune. The credit thing is very sensitive. It can operate very 
quickly. 

Mr. McKinnon. For instance, we have had an increase in our 
bond market, of one quarter of 1 percent. That immediately had an 
effect upon our mortgage market which stopped the construction of 
new homes, and that had an undesirable effect upon our war effort, 
because many of our impact centers, in the war effort, were not able 
to get houses, which were necessary to take care of the workers in the 
defense plants, and that has impeded our effort there. 

Mr. Kure. I agree that this has to be done intelligently, and while 
it is related to housing, we ought to get out the maximum amount 0! 
material. 

The CuarrMan. Well, now, there are five more members to interro- 
gate the witness, and we are going to meet tomorrow morning. 
wonder if we couldn’t expedite this a little bit. 

The Cuarrman. Mr. Cole. 

Mr. Parman. Will you yield for a brief statement, Mr. Cole? 

Mr. Coxe. Yes. 
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Mr. Parman. Mr. Kline, you have presented a very interesting 
statement. I don’t think I can agree with you on everything but 
you have made your position very clear and I will certainly give it 
fair consideration. 

Mr. Kurne. Thank you, sir. 

The CuarrMaN. All right, Mr. Cole. 

Mr. Coxe. In line with Mr. Patman, Mr. Kline, the hour is growing 
late, and I am not going to take much of your time. 

I am going to ask one question, prefaced by a very short statement 
of appreciation for this very fine statement, in which members of this 
committee are greatly interested. 

Some of the members of the committee have been stating, in these 
hearings, heretofore, that they have waited for 2 weeks for someone 
to come forward with a program and testify about what these organi- 
zations mean when they talk about the control of inflation. 

Some of those members are not here now, but they were interested 
and I am sure they will be interested in reading the rest of your 
testimony. 

My one question is this: I think it was Mr. Deane who suggested 
that there had been a reduction in the E bondholdings by the Govern- 
ment, and in reply to that, you said that it was not—what was the 
word, appreciable. 

Mr. Kuine. Well, it was not particularly alarming. But I took his 
figures, which I haven’t checked. 

Mr. Coxe. All right, alarming. I wanted to ask a question in that 
respect. 

Is it not also evidence of a flight from the dollar to such an extent 
that people who have placed their savings in bonds and stocks, and 
looking to those investments for their security in the future, that 
those peopleare beginning to realize, perhaps, that the inflationary 
impact upon their savings will require them to remove their savings 
from bonds and place them into more tangible property? Will you 
comment upon that? 

Mr. Kune. Yes; the danger of flight from the dollar is very, very 
real. It is one of the best basic arguments for actually evolving a 
program where we intend to pay the bill and then evolving a program 
that does pay the bill. 

We are not done with the inflation of the Second World War. 
There is plenty of proof, since Korea, that we could force an inflation 
up through the roof and still have a dramatic tax program. 

The public still owns just under $60,000,000,000 in time deposits. 
There are some sixty-odd billion dollars worth of bonds in the banks. 
Insurance companies own 60 billion dollars in bonds, and individuals 
own about 60 billion dollars of these bonds. 

In addition there are savings deposits in the bank, of just under 
60 billion dollars. 

_ Supposing that the people made up their minds now that the dollar 
just wasn’t going to be good, and they all decided that the thing to do, 
corporations, individuals or persons, was to get out of the dollar and 
get into something. That would be a great tragedy, and it is one of 
the reasons that we have to have the kind of program we have sug- 
gested and that in addition to it, we have to keep up the realization 
on the part of the people, that it is not only good for them to be frugal 
and to be saving, but that it is patriotic. 
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From the standpoint of the Congress and those of us in national 
organizations who try to help to decide policies based on good sense, 
we havea very real obligation indeed to evolve programs that will make 
it possiblé‘for people to save with security and to have real confidence 
in the future of America, and the soundness of an American dollar. 

Mr. Cour. That is all. Thank you. 

The CuarrMan. Mr. Bolling. 

Mr. Bouurna. Mr. Kline, your seven-point program, is a rounded 
and integrated program, in your opinion. In other words, to work, it 
would require the implementation of each and every point? 

Mr. Kurne. Well, it will certainly work better with all of them than 
with part of them. 

Mr. Botuina. Would you say that to work it would require all of 
them? 

Mr. Kung. Some would be more important than others but we 
don’t think any are unimportant. 

Mr. Bouurne. Which would you say were the most important two? 

Mr. Kune. That is something I haven’t exactly thought of. | 
would guess that if I had to choose two, I would say that production 
was one, and taxes was another, and then I would look around and 
see another one that I think we ought to include. That is about the 
way I would go about it. 

Mr. Bouuine. Well, sir; this again is ground that you indicated 
you don’t like to walk on, but let us make the assumption, here— 
and I think it is more than an assumption—let us make the assump- 
tion that unfortunately the Congress is unable to reduce Government 
expenditures, and at the same time, raise taxes sufficiently to close 
an inflationary gap for the fiscal year 1952, and let us assume that 
that gap will be perhaps as low as $2% billion, or as high as $5 billion, 
and presumably it would be somewhat higher. : 

What would then be your opinion of the integrity of your seven- 
point program? 

Mr. Kune. I would think it would be a very sound program 
indeed, by comparison with what would happen under price control. 

Mr. Bouutne. Even with the $2% billion, you think that would be 
a preferable situation? 

Mr. Kure. Yes, sir. 

Mr. Bouune. To have an inflationary gap you have up to 5 or 6 
billion dollars, possibly. 

Mr. Kune. Well you started on up. 

Mr. Boturne. Well, 2% to 5 billion dollars. 

Mr. Kunz. Then I would say, yes, indeed. 

Mr. Bouurne. Thank you. 

The Cuatrrman. Mr. McDonough. 

Mr. McDonoveu. Mr. Chairman, I think the witness ought to 
be informed that during the colloquy between him and Mr. Deane, 
Mr. Deane read a statement about the wiusual cashing of E boncs. 
He was reading from a statement that I received a copy of in my 
mail yesterday, from Francis J. Myers, a former Democratic Senator 
from Pennsylvania, and that the purpose of sending that statement 
to us was in opposition to extension of a part of this act, regulation \W. 

The people cash those bonds because regulation W_ requires 4 
higher down payment for certain commodities that they had to find 
the cash for, and that they would otherwise not have cashed the 
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bonds, if regulation W had not been put into effect. I just wanted 
to make that point for the record, because he didn’t explain where 
that statement came from. 

He used the statement in defense of his own argument when, as a 
matter of fact, it was sent to him in opposition to the extension of 
the bill. 

Do you anticipate, Mr. Kline, in your statement, that there is a 
tendency toward a creeping socialism over the United States, even if 
we didn’t extend the Defense Production Act? 

Mr. Kunz. This term “socialism” is a sort of loaded term, and it 
excites different reactions and different people—it excites prejudice, 
is what I am inclined to say. 

Now if one defined socialism as the extension of responsibilities on 
the part of the Federal Government, and taking the responsibilities 
from local people and taking both the responsibilities and the money 
with which to take care of the responsibilities, and putting them in the 
Federal Government, if you define it that way, then you can answer 
it objectively, and, just say, “‘Yes, there is no question but what we 
have been concentrating income.”’ 

If you draw a curve, the income spent by all of us together, instead 
of any of us individually, there isn’t any doubt at all but what we are 
going in that direction of concentration of income in the Federal 
Government. 

Mr. McDonoveu. And since you just said a moment ago that we 
haven’t recovered from the inflation of World War II yet—in which 
I agree—do you think that we could recover any quicker from the 
socialistic controls, or the Government controls, that we might apply 
if we adopted the amendments that are required in this act? Would 
we recover any quicker after world war III, so-called, than we have 
from World War II? 

Mr. Kurne, The fact of the matter is that it seems to me to be 
true from observation, that the more controls one gets, the more 
difficult it becomes not to get still more controls than what one had 
at the time he started trying to stop the controls. 

I would say that, with regard to the act of 1950, the Production 
Act of 1950, and the suggested amendments put together, that we 
have the most extraordinary extension of authority seriously re- 
quested, so far as I know, and it includes the ability to purchase 
commodities and materials, to use them, or to resell them, to use 
subsidies with regard to purchase price, or sales price, to use sub- 
sidies to impose ceilings which would otherwise be illegal, to set up 
Government corporations, to use Government agencies, to enable 
these to borrow from the Treasury and the Treasury get the money 
from the Second Liberty Loan Act, in very considerable quantities, 
and all at the discretion of the Government to buy facilities, and 
operate them if necessary and do everything in between operations 
and any other kind of management, and these facilities include 
everything, if I read the bill correct, except farm land—this is the 
most extraordinary expansion of authority, and if—and this is again 
the humble opinion of an Iowa hog farmer—if we operated for any 
considerable length of time with actually that sort of thing in effect, 
then my observations would indicate that the road back to a free- 
choice system would be a pretty rocky road. 
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Mr. McDonoveu. Then these controls and this approach toward 
Government control, rather than socialism, let’s say, is cumulative, 
We haven’t completely recovered from World War II, we add more 
for world war III, which may not happen for 5 to 10 years, and the 
incentive on the part of an individual to go into business, to seek 
profit, from his own efforts, is reduced, the incentive for equality of 
opportunity is reduced, and the demand for equality of sacrifice is 
increased, but the free economy is destroyed. 

Mr. Kune. Well, of course, that is what I hope we don’t do. 

Mr. McDonoveu. But I mean that is what we are approaching, 
do you think? 

Mr. Kune. I just wouldn’t say, because I think the American 
people have got the courage, I think we still have the freedom, and 
I don’t think we are going to do it. But I recognize the danger. 

Mr. McDonoveu. Well you see the danger may occur if we adopt 
these controls? 

Mr. Kurne. Yes, indeed. I think it is the wrong direction in 
which to go. 

Mr. McDonoveu. That is what I asked you. 

Mr. Kurne. I think we ought to take a good look at this thing and 
see what its over-all implications are and recognize furthermore that 
we are not joined in a war with a major enemy but that we are trying 

to defend against the war, indefinitely. That we are not preparing 
to go into war in 1 year or in 5 years or 10 years, but we are trying 
to prepare not to go to war, and therefore exercising our greatest in- 
genuity, diplomatically and with regard to the use of our men and 
resources, to get into the position where the Russians continue not 
to attack us. And we want to keep the American way at the same 
time. We have two major objectives. 

Mr. McDonouau. Do you ever recall, in your lifetime, when the 
United States was so subject to the controls, whims, and caprices of 
a foreign power as we are today? 

Mr. Kurne. That is a difficult question for me to answer. 

The CuatrMan. It seems to me we are getting into questions that 
are difficult to answer this late in the afternoon. 

Mr. McDonovan. I am not at all tired, Mr. Chairman. 

Mr. Kunz. I would prefer not to answer the question, if you would 
agree. 

Mr. McDonoveu. That is all. 

The CrarrmMan. Mr. Brown. 

Mr. Brown. Mr. Kline, there is a section in this bill relative to 
raising the margins on the commodity exchanges. I would like to 
hear your comments on that. 

Mr. Kuine. Do you mean relative to the new amendment suggested 
to the bill, which provides for that? 

Mr. Brown. Yes. 

Mr. Kuine. In general, we have covered this in our statement i! 
the last paragraph, in which we said that it would seem to us that 
the extensions of authority provided in the act of 1950, in titles other 
than titles IV and V, were at least sufficient for the present so-called 
emergency. 

Mr. Brown. So you are against that amendment? 

Mr. Kurne. Yes sir. 

Mr. Brown. Well, we agree on that. 
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I wanted to ask you a number of questions, but we will not have 
time. ‘The members want to go and I have been called to my office. 

J just want to make this observation. When Mr. Ed O’Neil was 
president of the American Farm Bureau Federation, Mr. Smith was 
vice president, and Mr. Ogg was secretary-treasurer, I believe. Where 
is Mr. Smith? Is he living? 

Mr. Kune. Yes, he lives in a little town in southern Illinois. 

Mr. Brown. Where is Mr. Ogg now? 

Mr. Kurng. Mr. Ogg is now farm adviser to the ECA, out of the 
Paris office in Europe. 

Mr. Brown. You know that was one of the greatest teams we 
ever had. They had one goal, and that was to have equality for the 
farmer, equality with all other groups, and they were effective in every 
section of the country. They never had any disputes between the 
various sections. 1 remember they put more stress on one thing than 
anything else, and I think they were right about it, too—soil con- 
servation. 

They impressed the people of this country so much with their en- 
thusiasm, that when an effort was made last week to reduce the appro- 
priation for soil conservation, members representing the western group 
and the southern group went to bat and defeated the amendment by 
a large margin. 

I mention that to show that this farm group was very effective. I 
hope from now on we won’t have any dissension, because I like the 
Farm Bureau. I want us all to pull together. We need a good organ- 
ization like this. I am a member of the Farm Bureau though I am 
not sure whether I am in good standing. I don’t know whether I paid 
my dues last fall or not but at any rate, I am in favor of the American 
Farm Bureau. 

Thank you very much. 

Mr. Kune. Thank you. 

Mr. Burrerr. Mr. Kline, I can give you some reassurance on that 
matter of soil conservation. 

A leading farm publication in the State of Nebraska took a poll of 
farmers out there in Nebraska to see how they felt about the payment 
of subsidies for soil conservation during this emergency period, and 
72 percent of the farmers said they didn’t want any subsidy during 
this period. So there are some of us who don’t feel we ought to get 
our hand in the Treasury, even to keep our farms up, in these times. 

Mr. Kunz. I should like to make just one other comment for the 
record on that proposition, if the Congressman will allow me. 

The American Farm Bureau Federation supported this reduction, 
knowing that it went to members. This took real courage on the part 
of the people in the Farm Bureau and on the part of the Board of 
Directors which approved this proposition. 

_ Now further—and this speaks rather well for some of the farmers 
like those whom you are talking about—the Farm Bureau supported 
the distribution of these remaining funds on the basis of need—that 
is on the basis of where a farm really would make use of these pay- 
nents to undertake new soil conservation, which made sense in that area. 

What this means in its application is that some of these same farmers 
who voted to take less, are going to get still less, because they are the 
same people who having undertaken these methods and having them 
in effect, are not going to be able to establish the basis for need, so 
they will get even more of a reduction in the appropriation, and while 
this is one of the difficult things for any organization to do, and any 
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of you who ever had any organization experience, or even experience 
in this kind of a committee or in the Congress, knows that it takes 
whale of a lot more courage to cut appropriations than it does to 
increase them. You expect abuse from some places when you do it. 
The American Farm Bureau still did it, and these farmers voted for 
it and agreed to do it on the basis that they were earnestly and 
sincerely convinced we could get a bill we could pay and a program to 
pay the bill and it is in the interest of the future of America for 
Americans. 

Mr. Burrerr. I wonder if there has been any other exhibition of the 
patriotism of that kind to parallel that of the farmers? There has been 
a lot of testimony around here, at least questions, indicating that the 
farmers weren’t patriotic. Yet I can’t recall that any other groups has 
come to us and said: “Cut down the amount of money that we get 
out of the Treasury.” 

I want to take my hat off to your organization in that respect. 

Mr. Kurne. Thank you, sir. 

Mr. Burrett. Now, this problem we are talking about all the time 
is inflation. In the last few years, there has been great inflation, in 
France, in Germany, Italy, Russia, and other European countries. 

Were any of those inflations caused by the producers of those 
countries? Have you seen any evidence of that kind? 

Mr. Kune. The primary cause of these inflations has always been 
the creation of new money by an unbalanced budget. This is a 
traditional means of making the money less valuable. 

Mr. Burrert. And each time it is those in Government who have 
created the inflation, is that it? 

Mr. Kunze. Money doesn’t grow on trees. It results from actions 
of governments. 

Mr. Burrerr. It is strange business. We are calling in everybody 
in the country to control and regiment them to stop inflation, when 
the basic, primary, and fundamental cause of inflation, of each great 
inflation that I can find any record of, is caused by government itself. 

Mr. Kune. I agree with that analysis; yes sir. 

Mr. Burrerr. Regarding commodity prices, the Dow-Jones index 
of commodity futures has been going down for 5 months. Yesterday 
it hit a new low since the middle of December. 

Doesn’t that indicate to you that if free economic forces, dis- 
associated from a deteriorating dollar, have sway, that you will havea 
leveling out of prices? 

Mr. Kuine. Yes, sir; I cited this afternoon some of the factors that 
seemed to me to suggest that we were ready for leveling out at this 
time. 

Mr. Burrerr. Now, in this business of protecting our standard of 
living and keeping up production, it is the contention of some of us 
that every time you put a shackle on the producer you cut down 
production. 

Hasn’t that been the record in these countries like France, Italy, 
England, where they have burdened the producer with price controls, 
wage controls, and other regulations? ert 

Mr. Kune. Their per capita production, even at the most optimis- 
tic times, has been relatively less than in the economy of the United 
States, and while it is hard to prove, again just exactly why it hap- 
pened, it is my conviction that one of the central factors, without 
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which we couldn’t have done this, is our freedom of choice and 
apportunity in the American economy, and I conclude, I reason, that 
you just can’t do it under price controls. 

Mr. Burrertr. The point was made here earlier in the afternoon 
that we got rid of the OPA after World War II. We didn’t get rid 
of the OPA voluntarily, did we? 

Mr. Kung. Well, the people were in favor of it. 

Mr. Burrerr. Yes; but the Congress, the Government, did not 
remove OPA until the people forced them to remove OPA. 

Mr. Kune. At least I heard a lot of complaints throughout the 
country before it happened. 

Mr. Burretr. The people forced them. And rent control has 
never yet been removed, since World War IJ, has it? 

Mr. Kune. That is right, in many places. 

Mr. Burrerr. Now we are requested to put on wage control, price 
control, rent control, all these controls. What economy are they more 
characteristic of than any other economy, if not Russia? 

Mr. Kurne. Well, I suspect that if one went to the next economy 
which is thought of as the controlled economy, he would say Great 
Britain. 

Mr. Burrerr. And Great Britain has had a great deal of wage 
control and price control and rent control ever since 1939, is that 
right? 

"Mies Kung. Yes; it has had a very great extension of controls 
during the Second World War. It had a lot of controls prior to that, 
and had an extension of them before and during the Second World 
War, and they have, many of them, never been discontinued. 

Mr. Burrerr. Are not these controls sort of self-accelerating, and 
when you have one control, you have to have another? 

Mr. Kunz. This I can speak of from our own experience in the 
Second World War and even from our own more recent experience 
with the control program now in effect. 

If you put a control on, let us say, the wholesale price of meat, 
immediately you get dislocations as between the wholesale price and 
the retail price and so forth, so then you must set a price at the retail 
level, and when you get a price at the retail level you have to set a 
price on the live animals. 

Then when you get all these prices, immediately they run out of 
meat in Baltimore, somewhere, because they can’t change this price 
a half cent and change the movement of meat in transit, which would 
have prevented the shortage in Baltimore. So each one of these steps 
you take, comes up with a new regulation. This regulation would 
be if you kill meat, and if you kill as much as you killed before, you 
have to send it to the places where you sent it before, whether it is 
profitable or not. Each regulation creates new difficulties which 
requires new regulations. 

The most serious point from the manpower standpoint is not in the 
business of writing regulations, but in business itself of keeping up 
with the regulations. 

The CHarrMan. Didn’t your organization before say it didn’t object 
to price controls and wage controls and others, if they were clear across 
the board? Didn’t they advocate that? 

Mr. Ktrnz. Do you mean last fall? 
The CuarrMan. Yes. 
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Mr. Kune. Our position last fall was, in the first place, that we 
thought controls were inappropriate to the situation. We made a 
strong case on it. 

The CuarrMANn. Wasn’t your organization at the start in favor of 
controls if the controls were advocated? 

Mr. Kurnz. No. 

The CuatrMan. In the other price control acts that we have enacted 
didn’t your organization take that stand? 

Mr. Kurnz. After controls were in, in the Second World War, we 
supported the position of the Government during the war. 

The Cuarrman. And I think you have always taken the attitude 
that if the controls were clear across the board, including wage con- 
trols, and price controls, that you were not opposed to them? 

Mr. Kune. We opposed them aggressively. We opposed them 
aggressively last fall to the very best of our ability. 

The CuatrMan. Last fall was the first time, wasn’t it? 

Mr. Kurne. Oh, no; we have had many, many discussions over a 
long period of time. 

The CHatrMan. I mean before the committee. 

Mr. Kune. Well, I can’t give you that history as well as you have 
it, sir. 

The CuatrMaNn. Mr. Kline, this is the first time you have appeared 
before the committee, isn’t it? You have never appeared before the 
committee before as a representative of the association on this 
legislation? 

Mr. Kure. I would have to look at the record. I believe that is 
right, however. 

Mr. Burrert. I hope you will come back often. 

The CHarrMan. The committee will adjourn, to reconvene at 10 
o’clock tomorrow morning. 

(The following statements were submitted for inclusion in the record:) 


STATEMENT OF Rurus M. Howarp, Drrector or THE NEBRASKA StatveE De- 
PARTMENT OF AGRICULTURE, LINCOLN, NEBR. 


I am director of the Nebraska State Department of Agriculture. Nebraska 
ranks third in cattle population, exceeded only by Iowa and Texas, with 4- 
170,000 head of cattle on the farms and ranches on January 1 of this year. Annu- 
ally, approximately 1,000,000 head of high quality feeder cattle go into Nebraska 
feed lots and into the feed lots in the States east of the Missouri River. 

The economy of Nebraska is closely identified with the cattle industry. It is 
an industry in which the State takes pride in that the cattle herds have been bred 
to a type of cattle that have a high degree of performance in the feed lots. 

These high-quality cattle have been produced by improved breeding and 
enhanced feeding methods. At the same time the consumer has been favored with 
a product that has found a ready acceptance in nearly all of the markets of this 
country. I mention Nebraska’s place in the cattle production picture par- 
ticularly from the standpoint of interst to the consumer. It is to the con- 
sumer’s interest that the ranges continue to be stocked and that the feeder is abl 
to operate profitably in order that a continuous supply of beef will be availabli 
to the consuming public. 

The roll-back order came as a great shock to Nebraska cattlemen. It came as 
a shock for the reason that in March of this year a delegation of Nebraska and 
Iowa cattle feeders and representatives of the industry met with Mr. DiSalle, 
who indicated that no change in the cattle price tevel was contemplated. 

In effect, this committee of stockmen was told by Mr. DiSalle that he had no 
intention of doing anything that would work a hardship on the cattle feeders an¢ 
that the idea woutd be to prevent cattle going any higher. At that time prime 
beef was selling on Omaha markets at a top price of $41 per hundredweight. 
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This order has resulted, and will result in severe financial losses to feeders. 
In recent months many cattle have been put in Nebraska feed lots at $37 per 
hundredweight, and $38 per hundredweight. There can be no other effect of this 
order than confusion and uncertainty that now confronts the industry. After 
this action by OPS, cattle feeders know and fear that if the price can be rolled 
back once it may be rolled back again. How can cattle feeders be expected to 
invest large amounts of capital in a feeding operation and take the chance when 
they are at the mercy of another drastic order? 

The effect of this order already has been that feeders, realizing that prices 
have been rolled back and will be further reduced on August 1 and October 1, are 
marketing unfinished cattle, and hence the consumer loses from 100 to 200 pounds 
of beef per animal, which will amount to millions of pounds of beef in the course of 
a vear. 

‘The demand of the public determines the price for meat, as for all foodstuffs. 
Beef does not dominate the meat picture. Pork and poultry have been in abun- 
dant supply and actually below parity. There is no shortage of meat. 

The way to assure the greatest possible production is to permit the profit incen- 
tive to operate in a free market. 

Now, because beef is said to be above parity, it offers an opportunity for a 
governmental agency to exercise an unwarranted and arbitrary power. 

The present parity formula freezes prices relationships as they apply to beef 
as they existed in 1909-14. A great deal of harm is being done to the industry 
that cattle are now 150 percent of parity. The cattle industry has given very little 
attention to parity. In recent years proposals have been made to modify the 
parity index of beef and make this price a realistic price that would entitle the 
producer of beef to figure costs of production plus a fair profit. 

In recent years there has come about an idea in the minds of some people that 
when an agricultural commodity happens to be above parity that immediate 
steps should be taken to impose drastic controls and create a bureaucratic set-up 
to enforce the controls. That idea is wrong in that it defeats the operation of 
economic laws that would tend to correct the situation. 

Statements have been made by officials of OPS that $700,000,000 to $800,000,- 
000 will be saved to the consumers on their meat bill. This is a gross misstatement 
of the facts of the matter. A proper statement would be confiscation of property. 
The facts are that the production of beef will decline. There will be a heavy 
liquidation of unfinished cattle by October 1 if this order remains in effect. 

Black markets will become rampant, resulting loss of byproducts, also destroy- 
ing confidence in this great industry, which is an important industry to nearly 
every State in the Nation. 

Encouragement should be given to further increase of our cattle population. 
If Government meddling is stopped, cattle numbers should reach 90,000,000 in 
the next few years. Marked increases in cattle numbers have been made in the 
last 3 vears. 

More livestock is needed on the farms of this country which makes for better 
farming practices and will maintain the fertility of our soil. 

The pending price-control bill provides for payment of subsidies. The Ameri- 
can consumer was never more able to pay for his food and was never eating better 
than he is today. ‘There is no sound reason for subsidizing food products. 

One of the most utterly impractical and unworkable provisions of the price- 
control order is that relating to slaughter quotas, limiting those quotas to 90 
percent of a year ago. With more cattle on the ranges and in the feed lots than 
in 1950, it is reasonable to assume that more cattle would be processed. I have 
never been able to understand what is proposed to be done with the other 10 
percent. 

The theoretical savings to consumers has been stated to amount to $700,000,000 
to $800,000,000. 

How about the investment of the cattle owner? When the proposed roll-back 
has been completed, assuming that happens, the write-down in the inventory of 
the cattle in the United States will amount to over $4,000,000,000. 

_The following is a breakdown on a 100-cow-ranch operation showing the cost 
of a 400-pound calf to be $33.30 hundredweight: 


83473—51—pt. 2——30 
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Original cost, investment, and expense: 
2,560 acres ranch land, at $25 per acre 


100 range cows, at $250 per head 
20 replacement. heifers, 2-year-old, 
20 replacement heifers, 1-year-old, 


3 bulls, at $500 per headics wii 


Ranch equipment_______-------- 


Percent 
Interest on investment 


Hay and labor 
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$64, 000 
25, 000 
at $225 per head 4, 500 
at $180 per head 3, 600 
1, 500 

10, 000 
108, 600 
04% 


$87 


, 000 


, 500 

100 
, 000 
, 400 
, 000 


Protea dena Beis. Bc580 os). 2 ces y ook i ee 
Living expense, gas and auto 


Rtnenees oii gs cies eh 3 Stu . wiLmiosuteieeeo tad 


, 000 


Total original cost, investment, and expense 


Receipts, cattle sold: 
90-percent calf crop with 20 withheld for breeding herd, 70 400- 
pound calves, at $33.30 per hundredweight 
16 old cows sold 


Total income____-- 
Total original cost, investment, and expense : 
Gun COGN GE sks tO a eis veh ob cas geet op ee ets 


Tue Datry Inpustry CoMMITTEE, 
Washington, D. C., May 16, 1951. 
Hon. Brent SPENCE, 
Chairman, House Committee on Banking and Currency, 
House of Representatives, Washington, D. C. 

Dear Mr. Srence: Your committee now has under consideration H. R. 3871, 
dealing with the extension of the Defense Production Act of 1950. The Dairy 
Industry Committee would like to present for the record of the hearings on this 
bill our viewpoint regarding subsidies. 

The Dairy Industry Committee is composed of official representatives from the 
six national dairy associations, whose members are engaged in the various branches 
of the dairy industry. These associations are: 

American Butter Institute 

National Cheese Institute 

American Dry Milk Institute 

International Association of Ice Cream Manufacturers 
Milk Industry Foundation 

Evaporated Milk Associatior. 

It will thus be seen that the Dairy Industry Committee is speaking for a major 
segment of all business organizations, both large and small, engaged in the milk 
industry, whose interest is as vital as that of the farmers who produce the milk 
and the consumers who utilize the dairy products. 

Milk is produced on about 4% million farms upon which 23% million sot 
live. Approximately 10 million people derive their livelihood from the cai! 
industry, and this industry contributes about 10 billion dollars annually to our 
commerce, 

Based on the experience to date, the question of subsidies is of great concer! 
to us, as well as others. Accordingly, we are setting forth our statement of policy 
with respect to subsidies as follows: 

In a period of national emergency and defense mobilization, it is imperative 
that the nutritional needs of the population be met. Milk and its products are 
one of the most essential foods in meeting those nutritional needs. With a0 
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expanding population and a high level of consumption of dairy products, main- 
tenance of a high level of milk production is imperative. Such a level of produc- 
tion may be maintained only if dairying returns to the farmer a fair return com- 
parable to the return which alternative farm enterprises yield. 

In temporary periods of price control, such as the country is now experiencing, 
there are inevitably suggestions that production can be maintained, despite 
adverse price ceilings, by means of subsidies. 

It is the considered judgment and opinion of the Dairy Industry Committee 
that subsidies are economically unsound and cause serious injuries to, and dis- 
locations in, our farm economy, which outweigh any possible benefits. 

Subsidies do not benefit the economy because— 

(a) The apparent lower price for dairy products conceals the higher cost which 
is actually paid since the subsidy plus an additional charge to cover the cost of 
administration of the subsidies program must be paid through taxes. 

(b) A false sense of values is created in the mind of the consumer, which results 

in a reaction to the higher price of the product when subsidies are removed and 
tends to reduce below the optimum nutritional level the consumption of dairy 
products. 
(c) Differences in subsidy payments on the products of alternative farm enter- 
prises, or between different dairy products, tends to create false shortages by 
increasing demand, due to the apparent low price, and by shifting production 
between dairy products and alternative farm enterprises without regard to the 
normal consumer demand. 

(d) Subsidies do not increase production as directly and efficiently as the normal 
operation of supply and demand. 

(e) Subsidies, which are applied to create an abnormally low price for a product, 
attack the result of inflationary forces, and stimulate further inflation without 
eliminating or reducing the causes of such inflation. 

(f) They do not reduce the cost of production or handling of milk, but merely 
increase the record keeping and form work of the farm operator in collecting 
the subsidies, 

(g) The receipt of the subsidy by the producer, long after the milk has been 
delivered to and paid for by the processor or manufacturer, does not reflect in the 
mind of the producer a price for the milk which is adequate to encourage produc- 
tion, since he tends to think of the price received from the manufacturer or pro- 
cessor as the real return from the dairying activity. 

(h) The charge by Government for administering the subsidy program results 
in a greater spread between the price at the farm and the price to the consumer, 
and is therefore an added burden on dairying. Unquestionably, the consumer price 
must be considered as including its pro rata share of the tax load created by any 
subsidy program. 

(7) A subsidy program cannot be adjusted to quality as a buying price can be, 
with the result that the inefficient or marginal producer benefits to a greater 
extent than does the efficient producer. 

(j) The very nature of dairying, which involves a highly perishable commodity 
geographically widely distributed over the country with varying conditions of 
production and marketing of raw milk, makes administration and control of such a 
subsidy operation much more difficult than in other types of agricultural 
enterprises. 

(k) When subsidies finally end, as they always must, the rise in cost of dairy 
products to refleet the absorption of the subsidy into the buying price results in a 
consumer reaction adverse to the product, as in the case of butter after World 
War II. The consumer reaction invariably results in reduced consumption, thus 
creating surplus production and a lower price for milk, and shifts by dairy farmers 
from dairying to alternative farm enterprises. The resulting scarcity of raw milk 
thus results in an unsettled condition in the dairy sections of the country until a 
normal balance between supply and demand in a free market is accomplished. 

Respectfully yours, 
M. H. BricuTMan, Executive Secretary. 


Tue RECOMMENDATIONS OF THE Darry Inpustry Commirree RELATIVE TO 
THE DeFENSE PropucTion Act or 1950 


The Dairy Industry Committee is composed of official representatives of 
several national dairy associations whose members are engaged in the processing, 
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manufacturing and distribution of milk and all dairy products. This committee, 
as well as the various constituent associations, have carefully considered the 
Defense Production Act and the following constituent associations: 

National Cheese Institute 

American Dry Milk Institute 

Evaporated Milk Association 

International Association of Ice Cream Manufacturers 

Milk Industry Foundation 
recommend amendments to existing laws to effect the following: 

Amendment No. 1.—That no ceiling price shall be applied to milk or any 
product manufactured substantially therefrom until such time as milk production 
has reached the level of domestic consumption of 812 pounds per capita for al! 
milk and manufactured dairy products. 


Reasons for amendment 


For the past 10 years there has been a general decline in the production and 
consumption of milk per capita in the United States. Herds are being liquidated 
at a faster rate than new herds are coming into being. More profitable agricul- 
tural enterprises are luring farmers from production of milk. Cow numbers are 
showing no marked tendency to increase, and the production per cow cannot be 
expected to increase at a rate sufficient to offset the declining cow population, 
812 pounds is the per capita consumption figure for 1946 and is considerably 
below some of the previous years (such as 839 pounds in 1942), but higher than 
the 774 pounds for 1950, and appears a reasonable figure. This figure, however, 
is at least 20 percent below the essential requirements for best nutrition as advo- 

cated by leading nutrition authorities. 

Amendment No. 2.—Notwithstanding the provision of this, or any other law, no 
action shall be taken under this act by the Administrator of ESA or any other 
person with respect to any agricultural commodity or any commodity processed 
in whole or substantial part from an agricultural commodity without the prior 
approval of the Secretary of Agriculture. 

Reasons for amendment 

The Stabilization Act of 1942, as amended, contained a similar provision which 
required that the Secretary of Agriculture must give prior approval, thus giving 
opportunity to the Department of Agriculture to express their viewpoints relative 
to any impending action by the price-control agency. There is no such provision 
in the present law. 

Amendment No. 3.—Amend the Defense Production Act, section 402 (d) 
by adding, at the end of proviso reading, ‘‘providing, that in establishing and 
maintaining ceilings on products resulting from the processing of agricultural 
commodities, including livestock, a generally fair and equitable margin shall be 
allowed for such processing,” the words ‘“‘including storage.” 


Reasons for amendment 


Up to the present time OPS has made no commitment relative to any policy 
with reference to cold-storage costs. Normally, large quantities of dairy products 
are placed in cold storage during the high-producing months for use later in the 
vear. In order to make it perfectly plain that OPS must give consideration to 
these costs, this amendment is recommended. 

Amendment No. 4.—Amend section 402 (d) (3) of the Defense Production Act 
by deleting frorn the third sentence thereof the words ‘‘used for distribution as 
fluid milk, ” as indicated below (matter in black brackets stricken from bill): 

“eeiling prices to producers for milk [used for distribution as fluid milk] in 
any marketing area not using marketing agreement, license, or order issued 
under the Agricultural Marketing Agreement Act of 1937, as amended, shall 
not be less than * * ¥*,” 


Reasons for amendment 

This section provides for certain pricing arrangements for milk sold for fluid 
purposes in areas not under Federal marketing orders. The purpose of this 
amendment is to make this provision applicable to all milk not under Federal 
orders. 

Amendment No. 5.—Amend section 402 (ce) of the Defense Production Act of 
1950 by adding at end of next to last sentence: 

“Provided, That this act shall not be construed or interpreted in such a 
way as to give to the President the right to fix profits.’ 
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Reasons for amendment 


This same provision was proposed as an amendment to the Stabilization 
Extension Act of 1944. The conference report on this bill (S. 1764), Seventy- 
eighth Congress, second session, House Report 1698, June 20, 1944, stated ‘‘that 
the proviso was being omitted from the conference statute because the price 
Administrator did not have the authority to fix profits and there was no intention 
to give him any such right.” In view of the statement by Eric Johnston that an 
85-percent limitation on profits during the three best years of the period 1946-49 
would be the formula used by the OPS in its price policies, it seems highly desir- 
able to specifically designate that the congressional intent was to prohibit the 
Price Administrator from regulating profits in any manner. 

Amendment No. 6.—Amend the Defense Production Act, seetion 402 (d) (3), 
by adding to the previously mentioned proviso set out in amendment No. 3, 
the words “and equitable treatment shall be accorded to all such processors.” 


Reasons for amendment 


This same provision already exists in the act with respect to producers of 
agricultrual commodities. It is believed that the same protection should be 
afforded processors of agricultural commodities. 

Amendment No. 7.—Substitute the following language in section 402 (d) (3) 
for the present language: 

“Provided, That in establishing and maintaining ceilings on products 
resulting from the processing of agricultural commodities, including livestock, 
no ceiling price shall be established or maintained upon such commodity 
which does not return to the processor thereof all costs and expenses (in- 
cluding all overhead, administrative, selling, and other expenses allowable as 
expense deductions in computing Federal income or excess-profits-tax 
liability) incurred with respect to the processing and distribution of such 
commodity, plus a reasonable profit. For the purposes of this proviso each 
different brand, kind, grade, and quality of a product resulting from such 
processing shall be considered as a separate commodity.” 


Reasons for amendment 

The present language ‘fair and equitable margin” is subject to various inter- 
pretations by administrative officials. We believe it would improve the adminis- 
tration of this act if the suggested language were substituted in order to more 
clearly define what is meant by ‘fair and equitable.” 

The following recommendations are limited to S. 1897 and H. R. 3871 which 
contain recommended amendments to the Defense Production Act of 1950: 

Amendment No. 1.—Delete subsections (g) and (h) of section 104 of 8S. 1397 
and H. R. 3871. 


Reasons for amendment 


Subsection (g) removes a limitation upon the amount of damages that may be 
recovered from a person who had violated any provision of a price regulation. 
The present act fixes a limit on the amount which may be so recovered in the 
amount of the overcharge or overcharges plus $10,000, but in subsection (g) 
this limitation is removed and any seller who violates a price regulation may 
suffer a penalty in the amount of three times the overcharge or overcharges. 

_ Subsection (h) authorizes the President to license any person who may be sub- 
ject to a price regulation and may, when any such regulation or order is violated, 
suspend a seller’s license for as longasayear. This is an additional means of en- 
forcement but appears to be unnecessary. In view of the fact that sellers are 
already subject to criminal penalties, suits for damages, and injunctions restrain- 
ing future violations of an order, it would seem that ample enforcement powers 
already exist in the act. 

_ Amendment No. 2.—Delete subsection (c) (1), (2), and (3) from section 103 of 
5. 1397 and H. R. 3871 as it pertains to agricultural commodities. 


Reasons for amendment 


These sections give authority to the President to provide for subsidies to high- 
Cost processors of all commodities. For reasons already submitted to your 
committee on May 16, 1951, we believe that subsidies are economically unsound, 
that they cause injuries and dislocations in the farm economy, and that these 
considerations far outweigh any possible benefits. 
ah mendment No. 3.—Delete subsection (b) of section 104 of 8S. 1397 and H. R. 
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Reasons for amendment 

This recommended amendment provides for establishing parity on an annua! 
basis. We believe this would be detrimental to the dairy industry as it would 
destroy the present parity concept. 


STATEMENT OF JAMES G. PaTTon, PRESIDENT, NATIONAL FARMERS UNION, ox 
THE DEFENSE Act or 1950 


The crisis in which we find ourselves calls for the building of a great military 
machine as well as the stockpiling of strategic materials and minerals, and the 
manufacturing of machine tools that will make tanks, guns, bombs, and other 
tools of war. This military machine must be created and supported by the 
sinews of agriculture, industry, and labor. 

Not only must a portion of agricultural and industrial production be diverted 
to the nonproductive sinews of war, but a portion of our productive capacity must 
be employed in the manufacture of tools which will increase agricultural and in- 
dustrial production designed for consumption by both military and civilian. The 
readjustments outlined and authorized in the Defense Act of 1950 simply mean 
from the farmer’s point of view that more food and fiber must be produced with 
less manpower. This means that the soil-conservation program must be ex- 
panded and intensified, that farmers must work longer hours, and that our total 
agricultural resources must be employed to the greatest possible extent. 

The greatest shortcoming in agricultural preduction at the present time is 
underemployment on American farms. Conservative estimates indicate that 
there are 2 million farm families living on farms that are relatively unproductive. 
These farm families are underemployed all year and unemployed part of the year. 
They do not have adequate land, tools, or credit. 

The Secretary of Agriculture has told this committee that agricultural produc- 
tion must be greatly increased—probably for a period of years. He has asked for 
an increase of 45 percent over 1935-39. We believe these goals can only be 
realized if agriculture receives adequate farm machinery and fertilizer, and if 
the small farmer is assisted by his Government in expanding production by 
long-term, low-interest loans. 

I am not implying that the increases called for may be brought about overnight. 


It may take several years to expand agricultural production to the point where 
there is an abundance of food and fiber at reasonable prices both for civilian and 
yovernment needs. The long-time solution to the problem of inflation and con- 
sumer high prices which has become a preoccupation of this Congress is all-out 
production. But production alone -vill not solve our present problems. 

The American farmer must be assured of fair prices if he is to fully cooperate 
with the Government. The American farmer cannot produce at aloss. He must 


receive prices which are adequate to offset the terrifically inflated costs of produce- 
tion. Even if the family type farmer decided to produce for patriotic reasons at 
a loss, he would find it impossible to do so. He would soon go out of business if 
he could not realize a profit on his farming operations. 

We feel, therefore, that no ceiling should be set on any farm commodity below 
100 percent of parity. We stand firmly behind the parity principle and are 
unalterably opposed to freezing any price below 100 percent. f ean think of no 
better way to bring about decreases in agricultural commodities than by freezing 
parity below 100 percent. 

However, the Farmers Union is equally opposed to letting food prices rise to 
unreasonable levels. We believe food-price control is not only in the interest o! 
the consumers but of farmers, because it is quite possible for prices to rise so high 
that a decline in consumption results. My organization fas gone on record 
again and again against an economy of scarcity and for an economy of abundance. 

The farmer has an even greater interest in the control of prices of materia's 
and commodities necessary for farm production. During the last few years tie 
farmer has seen his net income decline from around $18 billion to $13 billion. 
During 1950, gross farm income was about equal to gross farm income in 141), 
yet net farm income declined by about a billion dollars. This simply meant that 
it cost the farmer about a billion dollars more in 1950 to produce the same amount 
of food and fiber that he produced in 1949. 

It seems logical to assume that the bulk of this billion dollars which the farmet 
lost because he had to pay higher prices went into the pockets of middlemen auc 
processers. Certainly the consumer did not benefit from the operation, neither 
did labor. The cost of living during 1950 left all segments of the population! 
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except business in a worse position than in 1949. These facts simply mean that 
prices must be controlled if the farmer, worker, and consumer are not all ruined 
by creeping inflation. In the long run, the farmer has little to gain from sky- 
rocketing prices. Farm prices go up more slowly than other prices, and in times 
of price declines they go down much faster. The farmer, therefore, has a great 
deal to gain from the power the Congress granted the President if the letter and 
the spirit of the act are carried out. 

But the history of the administration of the Defense Act to date does not 
indicate that either the letter or the spirit has been carried out. The price control 
administration consciously or unconsciously has operated to bring about higher 
prices instead of lower ones, It has aggravated a problem instead of solving it; 
it has ereated inflation, not controlled it. Its main contribution has been “jaw- 
bone” inflation control which rewarded businessmen who raised prices despite 
the pleas of our Government, and penalized businessmen who conscientiously 
cooperated with the Government on a voluntary basis. ‘Jawbone’ control, 
which ended in January, proved to be a farce. Interim price control, which was 
inaugurated at that time, has consisted mainly in elevating prices to compensate 
those who went along with the voluntary price-control program. In other words, 
the Government in the name of stabilization has been bringing about one price 
increase after another by bringing ceilings in harmony with prices exacted from 
the American public by the price gougers and profiteers. It seems to me that the 
moral to be learned from the experience of the price stabilization administration 
during the life of this act is that business will never support price control unless it 
is so soft as to be meaningless. 

Now I turn to a discussion of the specific titles in the act. In regard to the 
first three titles relating to priorities, allocations, requisitions, and expansion of 
productive capacity, we give our unqualified support. Authority in the act 
regarding allocation of raw materials and supplies is vital to the carrying out of 
the defense program. Not only must materials be alllocated for the building of 
the military machine, but for agricultural production. We are especially in- 
terested in the allocation of adequate raw materials for the manufacture of farm 
equipment, spare parts, and fertilizer. Shortages of various farm-machinery parts 
are appearing, and as the military goes into high gear this situation will become 
worse unless the defense administration takes a tough realistic attitude in the 
setting aside of materials necessary. Farm-machinery production cannot, we 
feel, be overemphasized in the present emergency. - 

In a sense, farm machines are machine tools. Just as a machine tool produces 
a tire or a gun or a bullet, so does the farm machine produce food and fiber which 
makes delivery of that tire or gun or bullet possible. All of the materials neces- 
sary for the production and transportation of agricultural commodities should 
receive high priorities. Materials for the construction of rural roads, bridges, 
and culverts are in this category. If the farmer cannot get his products to market 
at the proper time, then his entire productive effort is wasted. Bad roads involve 
waste in manpower and spoilage of agricultural commodities. The defense 
administration should see to it that there are sufficient materials to carry out the 
rural roads program authorized by the Eighty-first Congress. In determining 
what commodities should be allocated, it is important to realize that any materials 
set aside which will in the long run increase production are not inflationary. They 
are deflationary. If sufficient steel and other materials are set aside so that the 
farmer in this mechanized age may operate at maximum efficiency, then the 
ultimate effect of such allocation will be to increase the amount produced and 
hence help control inflation. 

The powers granted in titles 2 and 3 seem inherent in the powers necessary to 
carry out the defense program. If the program is to be carried out, then the 
Government must have power to requisition and power to bring about industrial 
expansion either directly or indirectly. It must have power to build the necessary 
productive plants if industry cannot be persuaded to do so. I cannot overem- 
phasize the powers granted in section 302. The Government’s stockpiling pro- 
gram, its acquisition of strategic materials, its exploration and development program 
in regard to sulfur, rubber, manganese and other materials is vital to our security. 

We call to the committee’s attention the necessity for remedying the current 
fertilizer shortage. We feel that no effort should be spared to increase ammonia 
and sulfur production and that every effort should be made to locate new areas of 
sulfur deposits and to process sour gas from which sulfur can be extracted. 

I have already commented on the provision which authorizes price controls on 
food commodities at 100 percent of parity or the prices which existed during the 
May 24-June 24, 1950, period. Not only does my organization favor the reten- 
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tion of this provision when the act is renewed, but it is unalterably opposed to 
any tampering with the parity formula. The proposal to freeze the parity 
formula on a yearly basis is nothing more or less than an admission that industria] 
prices are expected to go up. As everyone knows who has studied the parity 
formula, parity cannot go up a penny unless industrial prices go up first. 

We favor in principle the control over commodity futures which the Secretary 
of Agriculture has requested. We believe that the Secretary should have the 
authority to raise or lower margins. History of the behavior of some prices seem 
to justify the Secretary’s request. For example, onion futures contracts to be 
delivered in January 1950 carried a price in November 1949 of $3.42 per 50- 
pound bag; futures to be delivered in November 1950 carried a price of only $0.64 
per 50-pound bag in October 1950. An examination of the statistical record of 
this commodity on the Chicago Exchange seems to indicate that speculative 
activity was responsible for the violent fluctuations in price. The result of such 
price behavior contributes to the general inflationary situation. If, during the 
period when onion prices first hit the economic stratosphere and then rapidly 
descended into the basement, the Secretary had the authority to increase margins, 
it seems possible that many of the speculators, particularly the small operators, 
could not have participated. 

It is admitted that most of the speculation is carried on by people not in the 
business of farming. During one period, for example, a check revealed that 85 
percent of all the trading carried on in wheat in the Chicago Exchange was by 
nonfarmers. It is also admitted that farmers have little to gain from hosts of 
speculators rushing into the market because of some rumor and then pulling out 
on the whim of the moment. It is to the advantage of farmers that agricu!tural 
prices be fairly stable. 

We recommend, however, that those engaged in hedging activities to protect 
themselves be allowed to continue their operations in the future as they have in 
the past. Legitimate hedging, it seems to us, is necessary to continue the advan- 
tages which result from open buying and selling of futures. 

We favor in principle the provisions in title 6 which authorize the control of 
credit. We are aware that when the available supply of money is greater than 
the amount of consumer commodities, that the result will be pressure in the market 
place which inevitably will force prices up. Regulation of eredit on consumer 
items such as television sets, radios, and the like, we feel, are absolutely essential. 

We favor the power granted under section 7 of the Defense Act which relates to 
small business. However, we feel that this section has been no more than a 
pious wish. Administration of this section has been disappointing. Investigation 
of the materials and contract situation by several congressional committees has 
revealed that small business has been unable to get materials or secure defense 
contracts. 

We are recommending, therefore, an amendment to the Defense Act which has 
been introduced by Senator Sparkman and is supported by 51 Senators. This 
amendment provides for an administrator appointed by the President who would 
be responsible for the needs of small business during the mobilization period. 
This administrator would have the power to allocate materials and to see to il 
that small business got its share of the defense contracts. The amendment also 
provides for a revolving fund which would assist small business in need of loans. 

I wish to emphasize that the interest of my organization in the well-being of 
small business does not primarily stem from altruistic motives. Many rural 
areas are dependent for their supplies from small operators. Hearings conducted 
by Representative Patman and Senator Sparkman committees have indicated 
that many small businesses supplying farmers have been forced to shut down 
because of the inability to obtain materials. We feel that the enactment of the 
Sparkman amendment would greatly relieve this situation. 

We wish to reaffirm our approval of section 8 which safeguards our antitrust 
laws and our system of free competition during the emergency. We feel that this 
provision is absolutely necessary and should be continued. 

Finally, I would like to point out that regardless of laxness or inefficiency of 
the present administration of this act, we are, without qualification, in favor of 
its renewal. Blaming this agency or that agency is no solution to the all-im- 
portant problems which confront the Nation. We are confronted by a situation, 
not atheory. We must act and act now to control creeping inflation. We must 
have real price control, not business control which results in price increases all 
along the line, and which will increase the already exorbitant profits which 
business is enjoying. We must have an allocation and priority system whic) 
takes account of the realities of the situation. Farmers must have implements, 
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they must have fertilizer, they must have other supplies if they are to do the job 
for the Nation. 




























































Mi.uErRs’ NaTIONAL FEDERATION, 
Washington, D. C., June 7, 1961. 
Hon. BRENT SPENCE, 
Chairman, Committee on Banking and Currency, 
United States House of Representatives, Washington, D. C. 


Dear Mr. CHatrMAN: On April 5, 1951, the Office of Price Stabilization in 
interpretation 1 of the General Ceiling Price Regulation stated that sellers under 
that regulation could not adjust their ceiling prices to reflect the increase in railroad 
rates granted by the Interstate Commerce Commission. The “‘interpretation”’ 
requires sellers to absorb any increase in in-bound transportation costs. The 
“interpretation” further requires the absorption of the increase in out-bound 
"freight costs if sales are made on a delivered-price basis. A copy of interpretation 
- 1is attached to this letter. 

In section 402 (e) (v) of the Defense Production Act of 1950, rates charged by 
any common carrier or other public utility are specifically exempt from any control 
authorized by title IV of that act. Therefore, when authorized to do so by the 
Interstate Commerce Commission, railroads may increase freight rates. 

However, in view of interpretation 1 shippers who are required to pay these 
increased freight rates are prohibited from increasing their ceiling prices to reflect 
such increased transportation costs. 

This imposes a burden, particularly upon grain handling and processing indus- 
tries, which we believe was not intended by the Congress. Therefore, representa- 
tives of these industries have petitioned the Office of Price Stabilization for relief 
from interpretation 1. 

I am enclosing a copy of a letter addressed to Hon. Michael V. DiSaile, Director 
of the Office of Price Stabilization, to which is attached a petition formally request- 
ing administrative relief. 

We are not yet informed as to whether or not such relief will be granted. Irre- 
spective of whether or not such relief is granted, we believe the original intent of 
Congress should be specifically set forth in the Defense Production Act, itself. 

Therefore, in behalf of the industries sponsoring the petition for administrative 
relief, we petition your committee to amend section 402 (e) (v) to specifically 
direct the Office of Price Stabilization to permit an adjustment of ceiling prices 
to reflect any increase in rates charged by any common carrier or other public 
utility. 

In lieu of a personal appearance before your committee, I respectfully request 
that this letter, together with interpretation 1 of the Office of Price Stabilization, 
our letter addressed to Hon. Michael V. DiSalle, dated May 25, 1951, and our 
_ petition directed to the Office of Price Stabilization, be made a part of the record 
_ of your hearings on the proposed extension of the Defense Production Act of 1950. 
a Yours very truly, 





HERMAN FAKLER, 
Vice President, Millers’ National Federation, 
Secretary of Petitioner’s Committee. 


OFFICE OF PRICE STABILIZATION 
[For immediate release, Thursday, April 5, 1951] 


The Office of Price Stabilization today made public an interpretation covering 
permissible additions to ceiling prices based on recent higher freight costs. 

lhe interpretation follows: 

“In order to clarify the situation with regard to the general increase 1n freight 
rates recently authorized by the ICC, the Office of Price Stabilization today issued 
the following rules for determining whether a seller under the General Ceiling 
Price Regulation may pass on to his buyers increases in transportation costs: 

_ “(i) Inereases in in-bound transportation costs, incurred by the seller in obtain- 
ing delivery from his supplier, cannot be added to the seller’s ceiling prices. The 
seller must absorb all such indreases. 

_ (2) Increases in out-bound transportation costs on shipment by the seller to 
his customers: 

“(@) If the seller during the base period quoted a delivered price he must, 
subject to the exceptions in paragraph (d) below, absorb any increases in trans- 
portation costs. Thus a seller who sold to all buyers at the same delivered price, 


. 
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or who had different delivered prices in different zones which do not correspond 
with the precise difference in transportation costs incurred by the seller for delivery 
to each such zone, must absorb increases in transportation. 

“‘(b) If the seller sold f. o. b. in the base period, adding on only actual transporta- 
tion costs, increases in out-bound transportation costs actually incurred by the 
seller may properly be passed on to the purchaser. 

‘““(c) Where the seller in the base period quoted an f. o. b. price, plus a ‘“‘trans- 
portation charge,”’ but such “transportation charge’’ did not represent the actual 
transportation cost incurred by the seller, such sale, for the purpose of this 
interpretation, is considered as falling within paragraph (a) above and the seller 
must therefore absorb any increase in transportation costs, as provided in 
paragraph (a). 

“(d) If the seller sold at a delivered price during the base period, but such 
price was computed on the basis of an f. 0. b. price, adjusted for the actual cost 
of making delivery to each individual purchaser, the seller may pass on increases 
in transportation costs actually incurred. However, this method of computing 
the base-period delivery price must have been objectively established to pur- 
chasers, as where the seller offered both a delivered and an f. o. b. price, the 
difference being the actual transportation costs, or where the seller quoted or 
billed actual transportation charges separately, or where the delivered price 
varied in each locality precisely by the difference in actual cost of transportation 
incurred by the seller for delivery to the several localities. 

‘“‘(e) If the seller sold only at delivered prices in the base period and now 
desires to shift to f. o. b. prices, the seller must reduce his ceiling prices, as 
established for sales on a delivered basis in the base period, by the amount of 
each purchaser’s actual freight cost.” 


May 25, 1951. 
Hon. Micuaret V. D1SAie, 
Director, Office of Price Stabilization, 
Economic Stabilization Agency, Washington 25, D. C. 

Dear Mr. DiSautite: On Monday, May 14, in Chicago, there was held a con- 
ference between the representatives of the principal grain _and grain-processing 
industries for the purpose of considering the effect upon these industries of 
interpretation No. 1 to General Ceiling Price Regulation with respect to the 
absorption of increases in freight rates. 

As a result of the deliberation of this conference, a committee was appointed 
with instructions to draft and to present a formal presentation to you in behalf 
of the industries participating in the conference. 

This committee consists of Walter C. Berger, American Feed Manufacturers 
Association, Chicago, chairman; Samuel McCain, Corn Products Refining Co., 
New York; William F. Brooks, National Grain Trade Council, Washington, 
D. C.; John Conner, Soybean Processors Association, Washington, D. C.; and 
Herman Fakler, Millers’ National Federation, Washington, D. C., secretary. 

In behalf of this committee, we present for your consideration the attached 
petition for the issuance of an overriding regulation, or other appropriate re fula- 
tion or amendment, which will permit the adjustment of ceiling prices for grain 
and grain products to reflect any increases in transportation rates which recently 
have been, or which in the future may be, approved and made effective by the 
Interstate’ Commerce Commission and other public regulatory agencies. We 
respectfully request a favorable decision on this petition at the earliest possible 
date. 

Also in behalf of the committee, we request a conference with you and | you 
associates for the purpose of discussing the petition in person. Reeognizin 
necessity of allowing a reasonable period of time for study of the pc atition, we 
request that such conference be scheduled for Monday, June 4, 1951. 

For the convenience of your associates, we are furnishing copies of this letter 
and the accompanying petition direct to the general counsel, Mr. Leventhal: 
the Assistant Director for Price Stabilization, Mr. Phelps; the Director of the 
Food and Restaurant. Division, Mr. Hutson; the Chief of the Fats and Oils 
Branch, Mr. Eddy; the Chief of the Grain, Feeds, and Agricultural Chemicals 
Branch, Mr. Corey; the Chief of the Grocery Products Branch, Mr. Woods: 
the Director of the Fuel, Transportation, and Utilities Division, Mr. Bowditch; 
and the Chief of the Transportation Branch, Mr. Balch. 

All communications with respect to the attached petition and the requested 
conference should be directed to the secretary of the committee, Herman Fakiler, 
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Millers’ National Federation, National Press Building, Washington 4, D. C., 
telephone NAtional 6291. 
Yours very truly, 
Water C. Bercer, 
Chairman of Petitioners’ Committee. 
HERMAN FAKLER, 
Secretary of Petitioners’ Committee. 


PETITION FOR THE ISSUANCE OF AN OVERRIDING REGULATION OR OTHER APPRO- 
PpRIATE Revier To Permit ApdsustTMENT OF CEILING Prices To ReEFLEctT 
INCREASED TRANSPORTATION RATES 


The petitioners, the National Grain Trade Council, Grain and Feed Dealers 
National Association, American Feed Manufacturers Association, Millers Na- 
tional Federation, National Soybean Processors Association, Representatives of 
Wet Corn Millers, American Corn Millers Association, and National Cottonseed 
Products Association, all of which represent handlers and processors of grain, 
oilseeds, and feed ingredients and sellers of these agricultural commodities and 
commodities processed from them, petition the Office of Price Stabilization for 
the issuance of an overriding regulation or other appropriate regulation or amend- 
ment which will permit the adjustment of ceiling prices to reflect any increased 
transportation rates which have recently been or which may be approved and 
made effective by the Interstate Commerce Commission and other public regula- 
tory agencies. In support of this petition, it is alleged: 


FACTUAL BACKGROUND AND STATEMENT OF PROBLEM 


Grain, oilseeds, and feed ingredients will be hereinafter referred to collectively 
as ‘grains. 

Products processed therefrom will be hereinafter referred to collectively as 
“srain products.” 

Processors, handlers, and sellers of grain are hereinafter collectively referred to 
as “processors.” 

The complex transportation system used in marketing grain and grain products 
is the result of a long, historical development. It has been developed under the 
jurisdiction of the Interstate Commerce Commission and the courts pursuant to 
the national transportation policy established by Congress in the passage in 1887 
of the Act to Regulate Commerce Among the States. The freight-rate structure 
which has been developed is deep-rooted and is patterned upon economic necessity. 
The movement of grain from point of production to point of processing, and 
ultimately to point of consumption, has been directed and controlled by the 
freight-rate structure which has been historically evolved under this national 
pattern. 

Grains are customarily purchased on an f. o. b. basis. The purchaser pays 
the freight from the f. 0. b. point to the place where he wishes to resell or process 
the grain. Frequently, the purchaser will process or blend the grains at different 
geographic locations. His selling price of the processed or blended commodity 
has historically reflected the cost to him of in-bound freight. The actual freight 
charge on a shipment of a grain product between two points will depend upon 
the freight bill origin of the grain available to the mill on the date of shipment. 
hus, the freight charge for moving a sack of a given mixed feed, for example, 
between two points will vary from time to time depending upon the origin of the 
ingredients in the mixed feed. This cost cannot be determined in advance of the 
day of shipment. 

Buyers of grain products cannot buy blindly, paying one freight charge on one 
shipment and another freight charge on another shipment of the same product. 
Processors of grain products recognize this and have obviated the problem by 
computing average freight charges on their products to different points. This 
permits them to sel] either on a delivered basis at a price which includes thei 
permits freight or to sell on an f. o. b. miil basis plus a freight factor for the 
delivery. This freight factor will be the average transit balance or the transpor- 
tation differential for the haul in question or the local transportation rate. Under 
this historical method of doing business, the processor of the grain products pays 
the transportation charge just as surely as if he billed the purchaser for the actual 
‘ransportation charge on each separate shipment. For the reasons outlined, how- 
ever, it is impossible for a processor to calculate each delivered price on the basis 
of the freight actually incurred in shipping a particular lot of raw materials to 
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his processing plant and then shipping the particular commodity processed from 
this lot to the purchaser. 

Most of the commodities processed by the petitioners are subject to ceiling 
prices established under the General Ceiling Price Regulation or supplements 
thereto. These ceiling prices reflect the average of the transportation rates which 
were in effect during the base period. However, the Interstate Commerce Com- 
mission and other public regulatory agencies have approved and made effective 
since that base period increased transportation charges on the products of the 
petitioners. The General Ceiling Price Regulation and the supplements which 
have been issued thereunder make no specific provision for adjusting the ceiling 
prices of any commodity to reflect these increased transportation charges. It is 
possible that it was for this reason that the Office of Price Stabilization issued 
interpretation No. 1 to the General Ceiling Price Regulation on April 9, 1951. 
This interpretation sets forth two basic principles which, when applied to the 
various products of the petitioners, create severe inequities and hardships in 
end these products. These two basic inequities may be summarized as 
ollows: 

(1) The interpretation would deny to a grain processor the right to adjust his 
ceiling price of a processed commodity to reflect the increase in in-bound trans- 
portation rates; and 

(2) The interpretation would deny to a grain processor the right in many 
instances to adjust ceiling prices of his processed commodities to reflect the in- 
creased out-bound transportation rate which he must now pay in order to ship 
those commodities to the consumer. This is true because the interpretation 
provides that a seller who, during the base period, sold f. 0. b. his mill and added 
only the actual transportation cost may properly pass the freight increases on to 
his customers, but that a seller who sold on a delivered price basis or who sold 
on an f. o. b. mill price and added a transportation charge which does not repre- 
sent the actual transportation cost on the shipment, may not pass along to the 
purchaser the amount of the freight increase. 

This interpretation is highly discriminatory against the processors of grain and 
grain products because, for the reasons outlined above, it is impracticable to the 
point of being impossible for a grain processor to charge the actual transportation 
rate on each out-bound shipment. The discriminatory result arises from the fact 
that the manufacturer of most articles upon which the specific freight rate is the 
only possible, or the most economic rate, may pass the increase in such freight 
rates on to his customer, whereas the manufacturer of grain products is required 
to absorb the amount of the increase. This result places a most unjust burden 
on the grain-processing industry by requiring it in effect to subsidize the railroads 
in the amount of the freight increase on grain products, while not subjecting 
manufacturers of other products to such a burden. 

Most grain and grain products are shipped in heavy bulk for great distances. 
The out-bound transportation amounts to anywhere from 10 to 30 percent of the 
cost of the processor and, in the case of at least one major processor in 1149, 
out-bound transportation was equivalent to profits before Federal taxes. The 
absorption involved in any increases in transportation rates is too large to be 
absorbed either as a matter of equity or as a financial matter. 


LEGAL AND POLICY POINTS IN SUPPORT OF RELIEF REQUESTED 


A, Ceiling prices must reflect parity to the farmer 

The recent freight increase was for a relatively modest amount. Nevertheless, 
consideration is being given at the present time to a further substantial freight 
rate increase. As time goes on, it is entirely probable that additional substanti al 
increases may be requested. Under the interpretation referred to above, a grail 
processor cannot reflect in its ceiling prices either the present or any possible 
subsequent freight rate increases, except in a few instances. 

The grain processor theoretically has two alternatives. He must either absorb 
this increase or pass it on to the farmer. Since the base period ceiling prices 
reflect only minimum margins based upon competitive conditions, his only alterna- 
tive is to pass this increased cost on to the farmer. This would do violence to 
section 402 (d) (8) of the Defense Production Act. That section requires that 
no ceiling be “maintained” at a level that will not reflect parity to producers. 
The policy reflected in the interpretation must inevitably have as its practical 
result a lower effective ceiling for agricultural producers than is specified in the 
mandate of Congress. 
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B. Established business practices must be maintained 


Section 402 (g) of the Defense Production Act prohibits the establishment of 
any price ceiling which would necessitate any change in business practices. 

The marketing methods discussed above which are used in the distribution of 
grain and grain products have been well established in the trade. It is upon 
this freight rate structure that the present pricing system of agricultural com- 
modities is bottomed. The policy set forth in the interpretation might well 
require substantial changes in these pricing and distribution methods. For this 
reason this policy would violate section 402 (g) of the Defense Production Act 
which provides as follows: 

“The powers granted in this title shall not be used or made to operate to compel 
changes in the business practices, cost practices, or methods, or means or aids to 
distribution, established in any industry, except where such action is affirmatively 
found by the President to be necessary to prevent circumvention or evasion of 
any regulation, order, or requirement under this title.’ 


C. Increases in rates of utilities are intended to be passed on to ultimate beneficiary 


Freight rates are, of course, subject to the rate-setting function of the Inter- 
state Commerce Commission and are specifically exempt, by section 402 (e) (v) 
of the Defense Production Act of 1950, from the authority granted to the President 
to regulate fees or charges. The legislative history of this subsection indicates 
that Congress intended that any rate increase approved by a public regulatory 
agency should be passed on to the consumer as the ultimate beneficiary of the 
services performed by the utility. Under this subsection, the price stabilization 
agency is given an opportunity to appear and explain “what the impact of the 
proposed increase will have on the cost of living’ (Congressional Record, 81st 
Cong., p. 11929). It is the inarticulate premise of this policy that if the regu- 
latory body then grants the increase over the objections of the Office of Price 
Stabilization the increase will then be passed on to the consumer as the ultimate 
beneficiary of the transportation service. 


D. Discrimination by reason of mill locations 


If the policy enunciated in the interpretation is applied to the freight rate 
structure employed in grain processing, many abnormalities and discriminations 
will result between various locations. Under paragraph 1 of the interpretation, 
increases in in-bound transportation costs cannot be included in the seller’s 
ceiling prices. The effect of this will be reflected in varying degrees to mills in 
different locations, with the heaviest impact being against mills farthest from base 
grain markets, and to the least degree by mills at or near major grain markets or 
producing areas. For example, Kansas City mills purchase their grain at Kansas 
City and the in-bound transportation cost in included in the Kansas City price. 
On the other hand, mills located at Louisville or Buffalo purchase the same type 
of grain at Kansas City basis f. 0. b. Kansas City in competition with Kansas 
City mills. When this grain is moved to Louisville or Buffalo, substantial 
transportation costs accrue from the point of grain purchase to mill or basing point, 
which rate will include future increases in freight costs. However, in computing 
their ceiling on finished products, the mills located at Louisville or Buffalo cannot 
add this increase in transportation costs in the computation of their ceiling price 
at such milling locations remote from their base grain markets. 

This diserepancy will not necessarily apply in the case of delivered sales since 
on these transactions the mills at Kansas City, Louisville, and Buffalo would all 
be limited to the base period freight rates in determining a delivered price. In the 
case of f. o. b. mill sales on the other hand, the eastern mills would have to base 
their ceilings f. o. b. their milling points on the original freight rates in effect during 
the base period, and the transportation cost to the buyer on current rates would 
only apply from the eastern milling points to a destination such as New York, 
Whereas the miller at Kansas City similarly offering on an f. 0. b. basis could pass 
on to the buyer at the same destination the current cost of transportation all the 
way from Kansas City to New York. 


E. Base period contractual obligations reversed 


The theory upon which the General Ceiling Price Regulation was premised was 
that it would freeze the contractual obligations which existed between the buyer 
and the seller during the base period. The specific dollars-and-cents price is only 
one phase of these contractual obligations. That price in turn is normally inte- 
grated with other interdependent contractual provisions. Most grain products 
were sold during the base period under contracts which specifically provided that 
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any increase in transportation rates between the time of the sale and the time of 
delivery would be borne by the buyer. This was a key provision which could 
not be separated from the other contractual provisions either legally or equitably, 
In many instances, the specific dollars-and-cents price which was frozen was 
premised upon this contractual assurance that the seller would not have to bear 
the expense of any increased transportation costs. Yet the effect of the inter. 
pretation in many cases is to reverse the obligation of this one key contract ua! 
provision. 

F. Discrimination as between buyers—Robinson-Patman Act 

Because the interpretation states that delivered ceiling prices must continue 

to be based on freight rates in effect during the base period, whereas in the case 
of f. 0. b. sales the buyer may be charged the freight rate currently in effect, the 
ruling provides a discrimination as between buyers on an f. 0. b. basis and buyers 
on a delivered basis, dependent upon the buying practices they have followed 
historically. In circumstances of this kind, a buyer on a delivered basis would 
be relieved of transportation increases while a buyer on an f. 0. b. basis would be 

enalized by having to pay them as part of his freight cost over and above his 
. 0. b. basis of purchase. This requirement will mean that two buyers at the 
same destination will pay different prices for the same product from the same mill. 
This is not in conformity with the Robinson-Patman Act. 


CONCLUSIONS 


Wherefore petitioners respectfully request that the Office of Price Stabilization 
issue an overriding regulation or take other appropriate action which will per- 
mit the adjustment of ceiling prices to reflect— 

1. Increases in in-bound transportation rates on grains and grain products; and 

2. Increases in out-bound transportation rates on grain and grain products. 

Respectfully submitted. 

NATIONAL GRAIN TRADE CoUNCIL. 

GRAIN AND Fegp DEALERS NATIONAL ASSOCIATION. 
AMERICAN FreED MANUFACTURERS ASSOCIATION. 
Miiuers NatTionaAL FEDERATION 

NATIONAL SoyBEAN Processors ASSOCIATION. 
REPRESENTATIVES OF Wet Corn MILLERS. 
AMERICAN Corn MILLERS ASSOCIATION. 

NATIONAL COTTONSEED PRropucts ASSOCIATION. 


JUNE 4, 1951. 
Hon. Brent SPENCE, 
Chairman, Banking and Currency Committee, 
House of Representatives, Washington, D. C. 

On behalf of the Commissioners of Agriculture of the following States whicl 
met in Washington, D. C., May 20-24, 1951, in person or by personal representa- 
tive, Alabama, Arkansas, Florida, Georgia, Louisiana, Minnesota, Nebraska, 
North Dakota, South Carolina, West Virginia, and after prolonged discussion, | 
was delegated and instructed to make the following report to the Congress 
through you: 

In making this report, I deem it wise to set out the background that motivated 
the decision of these Commissioners of Agriculture. 

The aforesaid Commissioners of Agriculture favor increased production as the 
greatest and only real safeguard of our Nation during this time of emergency. 

We favor a free and unbridled economy as being the only way to attain our 
greatest defensive strength, and at the same time the only method under which 
our American way of life can be preserved through recurring emergencies. 

We oppose subsidies, whether they be to producers, processors, manufacturers, 
or consumers. Subsidies are additional burdens on taxpayers and are hizhl) 
inflationary. 

We oppose price ceilings and roll-backs because they are inconsistent with 4 
freeeconomy. They discourage production at the time when increased production 
is of paramount importance. They inevitably work undue hardships on segments 
of the people. They necessitate tremendous increases in Government employees. 
The orders and directives consequent to their operation are confusing and ar 
hindrances to production, distribution and business generally, and always result 
in regimentation, to a degree repugnant to the spirit of freedom in the American 
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people. We oppose the existing law and we oppose all proposed amendments 
as being even worse than the provisions of the existing law. 


PRICE CONTROLS 


In order that you may get the background for this position, I would like to 
quote in part a statement presented to a congressional committee by a group of 
Commissioners of Agriculture in October, 1945, as follows: 

‘It is impossible for Congress to increase the sum total wages of industrial labor 

unless at the same time a corresponding increase is made in farm prices. The 
reason for this is that the total of the Nation’s factory payroll does not and cannot 
very far exceed the sum total of the cash income of the farmers. This statement 
is fully proven by the official records of the United States Government year by 
year. 
” “Tf the hourly pay of factory workers is increased, without at the same time 
increasing the farm income, it simply means there will be fewer jobs for factory 
workers. A smaller number of factory workers will receive increased wages. 
The balance of the factory workers will be without any job at all. 

“The records of history show that neither a republic nor a democracy can long 
endure where private ownership of property does not exist. This is true because 
in a republic or a democracy the voters themselves are the ultimate government. 
Where private property does not vest in the voters, it is only natural and it is 
inevitable that the voters will exercise their ultimate prerogative and take charge 
of all property in the name of the government. This is not only proven on the 
yages of history but it is being proven in current affairs today (October 1945). 
We have but to look at England, France, Russia, and many other nations even 
today to see the vital truth of this statement. 

“The farmers of this Nation constitute the great bulwark of protection to pri- 
vate property of every kind and description in this Nation. Without a strong and 
prosperous agriculture and without a large aggregation of land-owning farmers, no 
man could feel that his investment and capital were safe, whether they consisted 
of cash and intangibles, whether they consisted of factories and railroads, whether 
they consisted of land and houses or whether they consisted of any other form of 
capitalism. 

“The sum total of all wages, salaries, and profits is limited by the national in- 
come. The national income is limited by the farm income. The national income 
is seven times the farm income—it cannot be very much more and is never much 
less. 

“The truth of this natural economic law is strongly recognized by the United 
States Steel Corp. and the Tennessee Coal, Iron, and Railroad Co. in the current 
October (1945) issue of the Manufacturers’ Record. We invite your attention to 
this direet and unequivocal statement by one of the largest business organiza- 
tions in this country to the fact that the farm income controls the national income. 

“Every American is supposed to subscribe to the Oath of Allegiance to the flag 
of the United States: ‘I pledge allegiance to the flag of the United States of 
America and to the Republic for which it stands, one Nation indivisible, with lib- 
erty and justice for all.’ 

“This does not say justice for any particular group. It does not say justice for 
those who are organized strongly enough to enforce their rights. It does not limit 


justice to those who labor in any particular field of industry. It does not limit 
justice to those who contribute to the Nation’s economic welfare in any particular 
manner, but it provides justice for all. 

“We also want to make it perfectly clear that we are not opposed to labor, or- 
ganized or unorganized. On the other hand, we are their friends. We stand 
ready at all times to go to bat to see that they are not denied full justice in every 
way under our national economic set-up. 

“We also wish to make it clear that we are not appearing in any sense in op- 
position to labor and its demands at this time. 

“We believe without going into any discussion of the merits or demerits of what 
has already been done, that our Nation is faced today with an economic condition 
that makes it vitally necessary for all labor to receive high wages in terms of 
money, 

“We believe it equally necessary, from the standpoint of the Nation’s welfare, 
for all white-collar workers, professional people, school teachers, etc., to receive 
high salaries in terms of money. 

“This necessity is brought about by reason of tremendous national debts and 
other publie debts which will prove a crushing load on the taxpayers unless very 
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high incomes are to be had, together with a very large national income which wil] 
make it possible to refinance and carry this tremendous load of debt until it can 
be reduced and a sufficient part of it retired to leave only a manageable balance, 

“We have, we hope, made it perfectly clear that we are not antagonistic to any 
other group. We would like to proceed to demonstrate to the members of this 
committee just where the American farmer now stands in the over-all picture of 
our American economy. 

“If farm prices today bore the same relation to factory workers’ wages that 
they did during the years of 1911 to 1915, then the farmer today (1945) would be 
getting the following prices for basic farm products and crops: 

“For cotton he would receive 52.20 cents per pound. For corn, he would be 
receiving $3.30 per bushel. His wheat would be bringing $4.45 per bushel, 
Hogs in Chicago would be 38 cents per pound. The average price of beef cattle 
in Chinese would be 3914 cents per pound.”’ 


GOVERNMENT FIGURES PROVE CONTENTION 


It is now 6 years since the above statement was made to a congressional com- 
mittee by members of this group. It is interesting to note that the most recent 
Government figures demonstrate the unvarying force of the rule set out in 1945, 
that the national income is limited to approximately seven times the farm cash 
income. 

The annual report of the United States Department of Commerce for the year 
1948 gives the annual national income and the farm income through the year 
1948. 

The farm income for 1946 was $25,636,000,000; for 1947 $30,328,000,000;: for 
1948, $30,802,000,000, making a total for the 3 years of $86,766,000,000. 

If we take the total for the 3 years of $86,766,000,000 and multiply it by 
seven, we find that the national income for the same 3 years should have been 
$607,362,000,000. 

According to the same report, the national income for 1946 was $179,562,000,000; 
for 1947, $201,709,000,000 and for 1948 it was $226,204,000,000. The National 
income for the 3 years amounted to $607,475,000,000. The farm income for the 
3 years lacked only $113,000,000 of being exactly one-seventh of the national 
income, which is a discrepancy of only 0.02 of 1 percent. 

The years 1946, 1947, and 1948 were a time of tremendous economic upheavals. 
The OPA controls were discontinued. Labor troubles were rampant throughout 
the country. The war-time demand came to anend. Certainly there was every 
reason to believe that the 1 to 7 ratio between farm income and national income 
would have been upset during that period if it were not an ironbound, natural 
economic law. 

From the above, the conclusion is inescapable that if you add $1 to the farm in- 
come, you add $7 to the national income. 


PARITY A FLOOR-——NOT A CEILING 


Legal parity as provided by law on basic farm crops is not and cannot be 
actual parity. It was provided by the Congress as a minimum or floor for fair 
prices to prevent disaster to American agriculture. The rapidly changing mode 
and standard of living makes the determination of actual parity by law impossible. 

True parity must always be somewhere above legal parity. 

The placing of ceilings on farm crops tends to force prices back to the Govern- 
ment loan value, which is necessarily less than true parity, 10 percent less than 
legal parity, and under existing conditions, considerably less than the cost 0 
production. 

For these reasons, the farmer will be severely penalized and perhaps suffer 
irreparable losses by undertaking to comply with their Government’s request for 
large increased production. As an illustration, should the farmers produce 1 
million bales of cotton this year, they will suffer irreparable losses if they are 
forced to take the Government loan price for the crop. 


NATIONAL EMERGENCIES AND WARS ARE PAID FOR BY THE PEOPLE 


Any candid statement by any reliable source must carry the fact that all costs 
incident to wars and national emergencies must be paid by the people, either at the 
time or afterward. The fact that under modern conditions, indebtedness a4 
taxes are designated in terms of money, tends to confuse the public thinking abou! 
these problems. 








ich will 
it can 
alance, 
to any 
of this 
‘ture of 


es that 
ould be 


ould be 
bushel, 
f cattle 


al com- 
t recent 
in 1945, 


rm. cash 


the year 
she year 


000: for 


ly it by 
ve been 


000,000: 
National 
» for the 
national 


yheavals. 
‘oughout 
‘as every 
1 income 
, natural 


. farm in- 


annot be 
r for fair 
ing mode 
ipossible. 


. Govern- 
less than 
e cost ol 


ups. suffer 
quest for 
‘oduce 16 
they are 


PLE 


t all costs 
her at the 
Iness and 
ing about 


DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 1129 


In ancient times the king’s taxes were levied in kind. A portion of the farmer’s 
products were taken by the government, a portion of the shoemaker’s shoes were 
taken by the government, and so on through the items needed for carrying on the 
war. It was easy then for every citizen to understand that he had to pay the cost 
of the war by sacrificing a portion of his goods or labor. 

Under modern conditions, it is not easy for the average citizen to understand 
this, although it is still true. Under present-day conditions, the citizen may pay 
the cost of the war or national emergency in two ways, namely, he may receive 
less money for his labor and goods or he may receive as much or more money, if 
the money is inflated and of less value. The inflation of the money itself is si mply 
a way of taking a portion of the citizens’ labor or goods for war purposes. 

If we are going to prevent inflation, where will we begin? We cannot inflate 
Government spending and prevent inflation in the balance of our economy. 

If we carry on a war by increasing the public debt, we are simply doing what 
every debtor does—we are simply postponing payday until a later time. 

Unless we are going to reduce Government spending, we cannot reduce prices 
and wages—that is obvious. 

Unless we are going to vastly increase the public debt, we must pay as we go. 

If we are going to pay as we go, we must put up with whatever amount of 
inflation is necessary to maintain our general economy in line with public spending. 

The thing that is most urgently needed at this time is a frank, full, and clear-cut 
statement from the administration to the people as to just what is required for 
national defense, just what burdens this will place upon the citizens and just 
how the administration proposes to accomplish it. 


CONCLUSION 


In conclusion, I beg leave to repeat that we favor increased production as the 
greatest and only real safeguard of our Nation during this time of emergency. 

We favor a free, unbridled economy as being the only way to attain our greatest 
defensive strength, and at the same time the only method under which our 
American way of life can be preserved through recurring emergencies. 

We oppose subsidies, whether they be to producers, processors, manufacturers, 
or consumers. Subsidies are additional burdens on taxpayers and are highly 
inflationary. 

We oppose price ceilings and roll-backs because they are inconsistent with a 
free economy. 

Respectfully submitted. 

J. Roy Jones, 
Commissioner of Agriculture, State of South Carolina. 


STATEMENT OF GrorGE T. NepiL, Executive Secretary, NATIONAL ASSOCIATION 
or Rerar, Meat anp Foop DEALERS 


My name is George T. Nepil. I am executive secretary of the National Asso- 
ciation of Retail Meat and Food Dealers, which represents over 60,000 retail meat 
dealers throughout the United States. The National Association of Retail Meat 
and Food Dealers, which has offices at 330 South Wells Street, Chicago 6, IIl., 
is recognized as the spokesman for the retail meat industry in any legislative matters 
and in trade and public relations. 

In addition to my position as secretary of the National Association of Retail 
Meat and Food Dealers, I have had 28 years of practical experience in the opera- 
ion and management of retail meat and food markets. At the present time 
I own and operate a supermarket in Berwyn, Ill., a suburb of Chicago. With 
my experience I feel that I am qualified to speak for the thousands of meat 
retailers whom we represent. 

Our organization definitely wishes to enter its protest against the Defense 
Production Act and the meat-control program in particular. There are many 
reasons why we are opposed to meat controls. I would like to bring out the most 
important of these. 

As meat retailers, we are primarily interested in giving the most efficient service 
and the highest quality of merchandise to our customers, the homemakers of 
America, It seems to us that these homemakers may soon feel many ill effects 
in their shopping for meat if the present inequitable, unworkable program is 
renewed and allowed to continue in force. 
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Controls are a poor inducement for more production both in point of financia| 
return and in morale. Lowered production means less livestock for packers 
to process and less meat for them, in turn, to offer to retailers and their customers, 
the consumers. 

Already beef is being diverted to other channels and black markets are starting 
to creep in. Unscrupulous slaughterers will show utter disregard for compliance 
with regulations and for the health and welfare of the consuming public. 

Gentlemen, meat retailers would not like to get their meat from such a source 
of supply. 

The regulation is not set up on a fair and equitable basis. Industry, with its 
background of many years of experience, was not consulted in drawing up the 
program, and as a result many inequities exist in the regulations which make it 
difficult for the retailer to cut and sell meat in the manner that they have been 
accustomed to supplying their customers for many years. 

Many retailers are now paying more for beef than they did before the ceilings 
became effective. 

The age-old law of supply and demand will eventually take care of the problem 
if there are no controls, as it has in pork and chickens, which through stepped up 
production, are in abundant supply and are now selling far below their previous 
high levels. 

Competition for Mrs. Housewife’s dollar, in the food field, is extremely keen 
and with prices getting too high, she refuses to purchase the product, and as 
supplies become larger, the prices naturally dome down. 

There is an old saying amongst meat men, ‘‘You either sell it or smell it,” and 
this axiom keeps prices on meats in line. 

As a retailer representative and also a practical retailer, I dread to think of 
empty meat coolers and meat cases and the crowds of consumers waiting in long 
lines for a pound or two of meat, and this will surely be the case if the Defense 
Production Act is extended after June 30. It is essential for producer, processor, 
retailer and consumer protection that the Defense Act is not removed. 


STATEMENT OF THE NATIONAL CANNERS ASSOCIATION ON H. R. 8871 


The National Canners Association is a voluntary trade association comprising 
approximately 1,000 canners who collectively pack approximately 75 percent of 
the Nation’s production of canned vegetables, fruits, fish, meat, and other canned 
foods. In view of the demands upon the committee’s hearing time, the associa- 
tion has determined that it can, by brief written statement, adequately present 
the considered views of the canning industry on the proposed extension of the 
Defense Production Act of 1950, and specifically on H. R. 3871. 

Brevity in presentation, however, should not minimize the importance of the 
canning industry or the vital stake that it and the growers and consuming public 
which it serves has in this legislation. Elaboration is unnecessary with respect to 
the place of the canning industry in the peacetime production of foods and its 
importance to the current defense efforts. 

1. It is the position of the canning industry that the Defense Production Act 
should be extended for a reasonable period without any amendment. The scope 
of the delegated authority granted the President under the act in its present form 
appears to be more than adequate to deal with the present or any foreseeable 
emergency. No reason exists at this time for further authority or extension of 
virtually unfettered executive power over the national economy. 

The vast administrative machinery necessary for implementing the broad 
controls, already authorized, over production, the allocation of scarce materials, 
the control of prices and the stabilization of wages, is still in considerable measure 
in the initial stage of organization. Many segments of industry, including the 
canning industry, are still in a considerable state of confusion as to existing 
controls. Unquestionably, their impact remains to be evaluated once the attend- 
ant uncertainties, inescapable in the development of such regulations, have bee! 
resolved. Changes in the existing legislation, unsupported extensions of delegated 
authority, or any other form of tinkering with the act appear to be unwarranted. 

2. The canning industry’s conclusion that extension of the present act represe!ts 
the most desirable course is fortified by its firm conviction that there must be 
retained numerous provisions in the present law which are safeguards bot! 
against unreasonable administrative action and against diminished productio!. 
Among these are the following: 
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First. The provisions of section 402(c) that any price ceiling shall be generally 
fair and equitable, and the companion provision of section 402 (d) (3) that ‘in 
establishing and maintaining ceilings on products resulting from the processing 
of agriculture commodities * * * a generally fair and equitable margin 
shall be allowed for such processing.’”’ With any guaranty of legal minimum 
prices to the grower of agricultural products, including canning crops, there must 
of necessity remain a similar guaranty to processors of an adequate margin if 
they are to continue in operation. 

Second. The provisions of section 402 (g) and (h) which prohibit regulations 
requiring changes in business practices or methods established in any industry. 
Experience during World War II with respect to the repeated, and ultimately 
congressionally prohibited, attempts to utilize price control as a basis for imposing 
mandatory grading and grade labeling abundantly demonstrates the necessity 
for retaining these safeguards, and particularly the provisions of section 402 (h). 
These are essentially designed to prevent those desiring to impose upon industry 
their own notions as to how it shall produce and market its goods from becoming 
regulatory hitchhikers on the defense program. 

Third. The various provisions of title III, such as the requirement of consulta- 
tion, the issuance of statements of consideration, etc., which insure that the 
exercise of these vast delegated powers shall be reasonably and insofar as possible 
democratically carried on. 

3. In reaching the conclusion that the public interest and the defense program 
can be most effectively served, without impairment of production, by the continua- 
tion without change of the Defense Production Act, the canning industry has 
considered the various proposals, both general and specific, which have been made 
for its amendment. Inescapably, it appears that many of these new proposals 
will contribute only confusion and render both the task of administration and com- 
pliance far more difficult. Particularization is precluded by the desire to achieve 
brevity in this statement. The industry does not believe that changes in the sub- 
stantive authority specified in the Act are at all warranted. As to the procedural 
changes proposed for sections 409, 706, and 707, the industry is vigorously opposed 
to these. In view of the unavoidable complexity of price regulations, the authori- 
zation of treble damage suits is both an unnecessary and unreasonable sanction. 
A provision for the recovery of the amount of any overcharge plus $10,000 is an 
adequate deterrent. Injunction suits should be brought, when necessary, only 
in the jurisdiction where the defendant has his business and not anywhere within 
the United States or its territories. Lastly, the suggested additions to section 409 
to provide for the obtaining of an administrative license as a condition for doing 
business is patently unwarranted. Blanket licenses—coupled with the adminis- 
trative power to revoke licenses and foreclose the opportunity for continuing in 
business—represent a summary method of drastic regulation alien to our system of 
government. 

Accordingly, the canning industry desires to record its position with this com- 
mittee that the Defense Production Act should be continued without change. 

Respectfully submitted. 

NATIONAL CANNERS ASSOCIATION, 
CarLos CAMPBELL, Secretary. 
June 7, 1951. 


_ Starement or Joun F. Mouoney, Economist, NatronaL CoTtronsEEeD Propucts 
AssociaTION, MEMPHIS, TENN. 


My name is John F. Moloney and I live in Memphis, Tenn., where I am em- 


_ ployed as economist by the National Cottonseed Products Association. That 


organization is a trade association representing the cottonseed processing industry 
of the United States. We have as members 320 of the 340 cottonseed crushing 


_ muills in the United States. These mills are located throughout the Cotton Belt 


from North Carolina to California. We also have as members 61 refiners of 


; cottonseed oil, 43 dealers and 44 brokers handling cottonseed products, and 34 


chemists. 
The cottonseed crushing mills purchase cottonseed and process it into four 


| products: erude cottonseed oil, cottonseed cake or meal, cottonseed hulls, and 


cotton linters. The refiners purchase crude oil, refine it, and either complete its 
manufacture into finished “products or ‘sell refined ‘oils to other food manufac- 


_ turers. The dealers purchase and resell cottonseed cake, meal, and hulls. The 


brokers serve as sales agents for the mills and other sellers of cottonseed products. 
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The chemists perform the analytical work necessary to determine the quality of 
cottonseed and cottonseed products. : 

The cottonseed processing industry approves generally, under the special con- 
ditions of mobilization, those sections of the Defense Production Act that author. 
ize priorities and allocations and the limitation of inventories and credit. We are 
opposed to title IV of the act which authorizes ceilings on prices and wages. | 
believe we can best be helpful to the committee by citing briefly a few specific 
= of the way in which price controls interfere with the operation of our 
industry. 

Like all industries processing agricultural products, cottonseed processing js 
highly seasonal in nature. Most of the cottonseed crop is sold by the farmer to 
the ginner at the time the cotton is harvested and ginned. The ginner, in turn, 
sells the seed rapidly to the cottonseed crushing mill. On an average, 82 percent 
of the cottonseed crushed are delivered to the mills during the 4-month period 
ending December 31. The purchase of this seed during such a short period of time 
involves a large outlay of cash, a substantial portion of which must be borrowed 
from the banks. The mills cannot possibly process the seed as rapidly as it is 
purchased and delivered to them and they naturally attempt by hedging operations 
to reduce the tremendous market risk involved. 

The principal method used to hedge this risk is the contract for future delivery, 
Perhaps, I should emphasize that I am not referring here to contracts on the organ- 
ized commodity exchanges. The industry does use the exchanges to a limited 
extent in its hedging operations, but the predominant method of hedging is the 
contract for future delivery made directly between buyer and seller. For example, 
a mill that is buying cottonseed in large volume during September will sell crude 
oil to refiners for delivery during October, November, December, or later months, 
as it processes the seed. It will sell meal and hulls to dealers, feed manufacturers, 
or others on the same basis. Linters will be sold to dealers, chemical pulp plants, 
and others, also for future delivery. 

Such contracts for future delivery are the very basis of the marketing system in 
the cottonseed processing industry. Yet price control, in operation, has generally 
invalidated such contracts. When the General Ceiling Price Regulation was 
issued in January, all such contracts were invalidated if the price involved exceeded 
the price during the base period. This was later corrected to the extent of honoring 
contracts for oil that were in effect at the time of the “general freeze.” No such 
action has ever been taken with regard to contracts for meal, hulls, or linters and, 
of course, the present protection on contracts for oil can be removed at any time. 

The cottonseed industry is about to enter a new season which will involve 
the purchase of 5 to 6 million tons of cottonseed. Naturally, the industry will 
want to hedge some of this market risk by selling products for future delivery. 
They can make such sales but, prior to delivery, OPS may reduce the ceiling prices 
of the commodities involved and invalidate existing contracts, thereby imposing 
upon the industry a tremendous loss. We want to point out frankly that the 
only way the industry can operate under such circumstances is to buy cottonseed 
at prices lower than those that would otherwise be paid. The risk imposed upon 
the processor under this threat to his contracts makes it impossible for him to 
operate on his normal margin. 

Price control is already interfering with the distribution of cottonseed products 
All across the Cotton Belt, there are areas where the production of cottonseed 
feed products—meal and hulls—is in excess of local demand, while there ar 
other areas where demand for such products exceeds local production. It is 
normal practice for mills in surplus areas to sell cottonseed meal and hulls t¢ 
mills in deficit areas. The latter mills try to sell such purchased products 4 
cost plus transportation plus a trade mark-up. When OPS froze all prices 11 
January, 1951, it widely disrupted this intra-industry distribution of cotton 
seed feed products. Mills in deficit areas had ceilings so little above those of mills 
in surplus areas that they could not profitably purchase meal and hulls, ship 
them in, and resell them. In a number of instances, such trade could be carried 
only at an actual loss. At a time when the maximum production of meat, milk, 
and other livestock products is essential, we feel that interference with the norma! 
distribution of feed products is wholly indefensible. Despite repeated requests, 
OPS has so far failed to correct this situation. 

One further example will, I believe, be sufficient to show the committee how 
price control actually affects the cottonseed processing industry. Many of te 
cottonseed crushing mills purchase bagging and ties (for wrapping the cotto! 
crop) which they resell to"ginners at cost or at a very small margin of profit. 
This operation is carried on primarily as a service to ginners rather than to produc 
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any significant income. Mills purchase bagging and ties during the spring and 
summer months and deliver them to the gins during the ginning season. The 
General Ceiling Price Regulation froze the prices that mills can charge for bagging 
and ties at the level of deliveries during the December 19—January 25 base period. 
Bagging and ties delivered during that period were purchased in the spring and 
summer of 1950. Since then, prices have advanced significantly. As a result, 
many mills are being forced to handle bagging and ties at a loss. 

The foregoingfexamples are but a few of the reasons why the cottonseed pro- 
cessing industry, at its 55th annual convention earlier this month, adopted a 
resolution to the effect that the price controls sections of the Defense Production 
Act be allowed to expire. Those examples represent failure of the details of 
price control in actual operation. More important than the details, however, 
we are convinced that price control is fundamentally unsound as a method of 
limiting inflation. The cottonseed industry favors inflation control just as 
strongly as the most*ardent advocate of price ceilings but we are sure that ceilings 
cannot do the job since they deal only with symptoms and not with the basic 
causes of inflation. 

Because we believe that inflation must be controlled, we favor a program based 
upon several different approaches. First, the Federal budget must be balanced. 
This can be accomplished through a sharp and real reduction in nondefense ex- 
penditures, through careful scrutiny of all proposed military expenses, and through 
increased taxation. Second, credit expansionjsmust be,limited. The selective con- 
trols on consumer credit and on real estate are steps in the right direction although 
the latter probably does not go far enough. The Federal Government should 
curtail its direct extension of credit and its credit-underwriting operations. 

Third, management of the outstanding publie debt must be handled in a manner 
that will prevent rather than encourage inflation. The recent Federal Reserve 
policy of permitting Government bonds to fall below par is an example of sound 
fiscal policy. Pressure for a ‘‘cheap’”’ interest rate should be resisted and the 
Treasury should make its new securities attractive enough that they will be bought 
principally by individuals rather than by the banks. 

Finally, we wish to emphasize that the primary objective of the economic 
system, whether in peace, war, or preparation for war, is production. No price 
ceiling has ever yet produced anything—nor will it. The American system has 
demonstrated that it is by far the most productive in the world. If permitted 
to operate without the restrictive burden of price control, it will of itself con- 
tribute materially toward solving the problem of inflation. 

In summary, price control is an entirely inadequate device for coping with the 
practical, everyday problems of business operation. We have shown, by ex- 
ample, that this is true in our own industry and know that it applies to other 
industries. Fundamentally, price controls are not capable of controlling inflation 
because they deal with symptoms and not with basic causes. What is required 
is a positive program based upon a balanced Federal budget, limitation upon 
credit, sound Federal debt management, and the encouragement of production. 
Price controls district attention from these sound policies and contribute to 
rather than discourage inflation. We therefore recommend that title IV be 
eliminated from the Defense Production Act when that act is extended. 


SraTEMENT OF Cot. Witus F. Danes, PennsytvaniA MiLK DEALERS 
ASSOCIATION, HARRISBURG, Pa, 


The State of Pennsylvania has a statute known as the milk-control law. This 
statute, as amended, has been in existence and in operation since 1934. It estab- 
lishes a milk-control commission in Pennsylvania with the power to regulate the 
entire industry. Its primary purpose as declared by the supreme court of Penn- 
sylvania is to guarantee the inhabitants of the Commonwealth of Pennsylvania 
4 sufficient supply of pure and wholesome milk and to do so at reasonable prices. 
The milk industry is one that needs constant attention and, the regulating agencies, 
in order to perform adequately, must be in position to move quickly. This is 
80 because we have in the milk industry what is known as the flush season and 
the short season. In order that the production of milk does not become lop- 
sided, in other words, in order that we do not get too much in the flush or pasture 
ae a too little in the winter or feeding season, it is necessary to adjust prices 
seasonally, 

The milk control commission in Pennsylvania has established the practice 


of seasonal pricing by holding many hearings in the various areas of Pennsylvania 
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and then issuing orders promptly in order,to-correct the situation they find to 
exist 

The milk control law in Pennsylvania makes it mandatory for the commission 
to fix the minimum producer price and the minimum resale price for fluid milk. 
The courts have held that the minimum prices, even though so termed are really 
the maximum prices. It should be pointed out, however, that the milk contro] 
law also gives the milk control commission power to fix maximum prices. 

The milk control commission, over a long period of years, has fixed the price 
to be paid to the producers for all their milk and has fixed the resale price for 
all fluid milk and fluid cream sold to the consumers. This has resulted in the 
Pennsylvania farmer being paid from one-half to 2 cents a quart more than is 
paid in the neighboring eastern States. The industry has accommodated itself 
to milk regulation since 1934 and has prices fixed which are not in the least 
inflationary but in fact, anti-inflationary. I should like to point out that a study 
made shows that using 1941 as a hundred, all other foods have increased 112 to 
146 percent in the various localities of Pennsylvania, while milk, using the same 
base period, has only increased from 70 to 79 percent. 

Under the OPA during the Second World War prices were frozen, at a level 
insufficient to pay for the costs of production and distribution and, therefore, 
Government subsidies were invoked. This proved to be very costly and 
unsatisfactory. 

Experience under OPS so far has resulted in seasonal price increases being 
postponed beyond the time fixed by the Pennsylvania Milk Control Commission 
by as much as seven weeks and then the price adjustment being changed by OPS. 
This has resulted in"disruption and ‘dissatisfaction in the industry. We produce 
and deliver milk to the consumer in one season at lower prices depending upon 
the seasonal increase at the appropriate time. A 7-week delay, or a reduction 
in the adjustment operates inequitably. Although Supplementary Regulation 
No. 16 would appear to provide for approval of State orders after a cursory 
examination only by the dps officials, this has not been, in fact, the result. It 
should also be noted that since we have had milk control in Pennsylvania there 
has been no demoralization of the milk industry, pricewise or in any other manner. 
Both the farmer and producer prices have been stabilized. Pennsylvania has, if 
not the most orderly market in the United States, as orderly a one as any. Many 
States suffer from demoralized price structures from time to time. 

The present National Defense Act, as did the original statute authorizing OPA, 
exempts “common carriers and other public utilities.” 

The United States Supreme Court held that this language exempted warehouses 
in States where their rates were fixed. This necessitated considerable litigation 
before it was sustained. There has been no such decision concerning milk. In 
fact, the problem has not been taken to the courts. It would necessitate long 
drawn-out legal procedure and the milk industry, being so sensitive, demands 
prompt action. 

We, therefore, urgently request that there be added to the language exempting 
“common carriers and other public utilities,’ the milk industry in those States 
where prices are regulated by State agencies. We understand that the Congress 
did not intend to regulate those industries where the States now regulate them. 

It is interesting to note also that the Defense Production Act does exempt the 
producer price where the Secretary of Agriculture of the United States fixes such 
prices. This being so, it certainly follows that the action of the States should be 
treated likewise, and where both producer and resale prices are fixed, the markets 
have been more stable. We urge this even though there is a temporary extensiou 
of the statute, because in 60 or 90 days, milk production can be so disrupted that 
it takes an appreciable length of time to restabilize it. 

W. F. Danieis. 


(Whereupon, at 5:35 p. m., the committee adjourned, to reconvene 
at 10 a. m., Saturday, May 26, 1951.) 
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es being Mr. Brown (presiding). The committee will be in order. 

Ay OPS. Mr. Clerk, call the first witness. 
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ng upon fe president of the National Wool Growers Association. 
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si, t | STATEMENT OF WILLIAM H. STEIWER, PRESIDENT, NATIONAL 
aia thee J WOOL GROWERS ASSOCIATION, ACCOMPANIED BY J. B. WIL- 
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a has. ii [2 SON, McKINLEY, WYO., AND J, M. JONES, EXECUTIVE SECRE- 
Many ae TARY, NATIONAL WOOL GROWERS ASSOCIATION 


ng OPA, Mr. Srerwer. My name is William H. Steiwer. I am a sheep 
hates rancher from Oregon and am appearing on behalf of the National 
itigation Wool Growers Association, of which I am the president. 
nilk, In Because my time is limited and because, while waiting for the past 
i ae 3 days to appear, I have heard several witnesses cover somewhat the 
sree same subject and give some of the same reasons that we have in- 
cempting cluded in our statement. I will not read the statement or summary 
se States J of the statement. But if you will permit me, I will try to summarize 
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convene _ , The National Wool Growers Association is the service organization for the 
| domestic wool and lamb industry. At the present time the organization is com- 
_ posed of member state sheep grower associations in 12 western range States, 
- including Texas. These 12 States have 66 percent of the stock sheep popula- 
tion of the United States. There are also individual members in eastern and 
midwestern sheep growing States. 
| _ We attempt to speak for the whole domestic wool and lamb producing industry 
| and we believe that the views we express are the views of more than a large 
_ Majority of the 350,000 growers of wool and lambs in the United States. 
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WHAT HAS HAPPENED TO THE INDUSTRY SINCE 1942 


Present stock sheep numbers in the United States are approximately 56 per- 
cent of what they were January 1, 1942. In other words, we are almost 22 mil- 
lion head short of our 1942 sheep population peak. 

On December 8, 1941, the day following the Japanese attack on Pearl Harbor, 
the Office of Price Administration announced it would impose maximum price, 
on wool at the December 6 price level. The official order freezing wool prices 
became effective December 18, 1941. On January 30, 1942, the Emergency 
Price Control Act of 1942 was approved and wool ceiling prices, which became 
effective February 28, 1942, were set on the basis of clean wool prices as of Decem- 
ber 15, 1941. Prices remained firmly pegged at that level until September 1, 
1946, when wool ceiling prices were removed by the OPA. 

Then on August 1, 1942, prices of lamb carcasses and wholesale and retail cuts 
of lamb were frozen at the highest sales price levels of the period July 27-31, 
1942. On December 23, 1942, new and permanent dressed lamb and mutton 
ceilings became effective. The ceilings on lamb carcasses and cuts at wholesale 
and retail were based on the average price prevailing during July 27~31, 1942, 
inclusive, as in the original order. Ceilings were also placed on dressed mutton 
at the wholesale and retail levels. 

In May of 1948, the OPA announced that retail ceiling prices on meat would 
be reduced. They also announced that livestock prices would be continued 
around then existing levels and that packers would be paid subsidies to offset 
losses resulting from lower meat prices with no lowering of live animal prices. 
On June 21, 19438, the roll-back in retail meat prices and payment of subsidies to 
packers commenced. Under existing circumstances live lamb prices should have 
been increased due to conditions we shall mention later, but instead of that they 
tumbled following the roll-back. No relief was granted to lamb producers unti! 
August 5, 1945, when the Commodity Credit Corporation was authorized to pay 
a subsidy to those selling sheep and lambs to legitimate slaughterers until June 30, 
1946, although, it is our opinion that the actual producer received little benefit. 

After a short period of decontrol in 1946, while OPA extension was under 
consideration, ceilings were again placed on lamb and mutton on August 30, 1946, 
at the June 30 level plus the equivalent of $3 per hundred pounds live weight in 
prices of good and choice grades of live lambs with appropriate adjustments to 
offset removal of the subsidy on other grades. Then on November 10, 146, 
dressed meat, along with most other commodities, was removed from price 
control. 

Thus the sheep producer’s income was stationary in the case of wool, from 
December 18, 1941, to September 1, 1946, a period of almost 5 years. In the 
case of lamb and mutton, dressed ceilings prevented any rise in live sheep and 
lamb prices from August 1, 1942, to August 5, 1945, a 3-vear period. 

What was happening to the sheep grower’s operating costs during this 3-to-5- 
year period when his income was shackled? In the first place, average farm 
wages increased from $49.34 per month in 1941 to $123.32 in 1946 (average of 
western range States and Texas). From the standpoint of the sheep industry, 
hired labor represents between 20 and 30 percent of the total cost of production. 
A 150 percent rise in one-fourth of the entire expenses during this 5-year period 
was something which could not be overlooked. In spite of wage rises paid by 
sheep producers, many sheepherders were lured from the camps during these 
early forties because defense plants and other industries could pay salaries which 
the sheep producer with a pegged income could not possibly meet. Another iten 
of cost which represents between 12 and 15 percent of the total cost of production 
is feed. Hay. for example, increased from $9.70 per ton in 1941 to $16.70 in 1%, 
an increase of 72 percent. Corn rose from 75 cents per bushel in 1941 to 51.00 
in 1946, a 108 percent rise. 

This situation in the sheep industry of controlled income and uncontrolled 0 
partially controlled operating expenses is dramatically revealed in the studies 
made by the United States Tariff Commission, which show a 97 cents per head 
profit on a specified number of western sheep ranches in 1941 as compared (0 
an estimated $1.18 per head loss in 1946. 

During the same period, stockpiles of both foreign and domestic wools wer 
being accumulated. These overhung the domestic wool market and as late 4s 
March 1948 the Commodity Credit Corporation still held in excess of 260,000,000 
pounds of domestie wool. ae. 

With such conditions facing sheepmen, many of them either reduced or liqu- 
dated their flocks entirely. This is clearly shown in United States Department 0 
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Agriculture statistics of increased ewe slaughter commencing in 1942. Many of 
these animals which went to the killing floors of the packing plants would have 
been held for replacements in the breeding flocks if the industry had been profit- 
able. Back in 1941, out of the total sheep and lambs slaughtered, only 6 percent 
were ewes, which is normal. In 1946, ewes represented 17 percent of the total 
slaughter and during this 1941-46 period the ewe slaughter ran as high as 21 per- 
cent of the total sheep and lambs slaughtered. After reducing or liquidating their 
herds, sheep growers went into more profitable pursuits such as raising farm 
crops and industries requiring less labor, such as cattle production. In this 
manner they could still be patriotic in producing needed food and at the same 
time come nearer to realizing a fair return on theirinvestment. It was also found 
more profitable in the ’40s to use the marginal lands of the country for vegetables 
and grain than for sheep grazing. 

Wool is recognized as a strategic wartime commodity and due to the dis- 
couraging factors of the 1940’s, we find our domestic wool industry in dangerously 
low production, especially so if our foreign supply line should be cut off. U. 8. 
shorn and pulled wool production in the peak production year of 1942 was 
454,997,000 grease pounds. In 1950, it was 252,535,000 pounds. Annual produc- 
tion recommended by the U. 8. Department of Agriculture is 335,000,000 pounds. 

Unfortunately the sheep industry cannot be rebuilt overnight. The recovery 
of the sheep industry from the blows of the 40’s now appears to be on the way. 
The year 1950 has shown the first real indication of increased sheep numbers in the 
United States. Numbers of stock sheep and lambs on farms January 1, 1951, were 
estimated by the United States Department of Agriculture to be 4 percent greater 
than numbers on farms January 1, 1950. That means more wool and meat for our 
Armed Forces and civilian needs. Individual cost studies show that the industry 
was profitable in 1950. 

Sheep production will continue to inerease if given a reasonable incentive. 
Just as surely will sheep production decrease if the industry is again subjected to a 
repetition of the errors, confusion and stifling restrictions of Government controls 
of the 1940’s. If sheep producers are once again caught in a squeeze between 
pegged price controls and increased operating expenses, and with uncertainty of 
the future, the production incentive will once again be killed. 

We submit that price controls (which are supposed to limit inflation) breed 
black markets; cause maldistribution of meat; disrupt meat production; create 
health hazards through unsanitary practices and lack of inspection; cause loss of 
byproducts including lifesaving medicines; divert manpower to an impossible 
enforcement job; encourage disregard for law; and are one more step toward 
Government regimentation of our entire economy. 


INCREASE PRODUCTION IN THE DOMESTIC SHEEP INDUSTRY 


The practical solution is to concentrate on the cause of the problem through 
increasing the supply of meat and wool, by growing more livestock; and neutral- 
izing existing purchasing power by a pay-as-you-go taxation, limitation on con- 
sumer credit, incentives for individual saving, strict economy by Government, 
business and individuals, and restriction on the expansion of the money supply. 

Increased domestic lamb and wool would achieve some important objectives: 

(1) Increase the supply of meat at a time when demand is high as a result 
of increasing consumer purchasing power, increased population and _in- 
creased need for the defense effort. 

(2) Take the pressure off of the world raw material market for wool to the 
extent possible as production increased. 

(3) Relieve the anxiety on the part of the military for its basic wool 
requirements, 

(4) Create new wealth from otherwise wasted natural resources in the 
United States, in the form of critical materials. 

(5) Help stabilize the economy. 

As a result of decreased domestic lamb and wool production, prices have in- 
creased to an all-time high. Need for products of the industry have been felt by 
all concerned. A serious drain on the world wool markets has been occasioned 
by the lack of production. We have been paving “through the nose’’ because 
of the inability to meet not more than half of our military requirements and not 
over 30 percent of our total wool requirements After all, fundamentally, there 
is only one way to relieve the short supply and that is production. 

Given a reasonable incentive, production will increase. Stocksheep and 
lambs on farms were estimated to be 26,065,000 on January 1, 1951, an increase 
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of almost a million head over the same period a vear ago—4 percent increase. |) 
the projection made in the study Domestic Wool Requirements and Sources of 
Supply, June 1950 27,400,000 was estimated for 1951. In other words, the 
forecast is 600,000 head below the number reported by BAE. This shows the 
industry can come back much faster than we realize if given the proper incentive. 

If the same incentive existed to increase production for the years ahead instead 
of 250,000,000 pounds of shorn and pulled wool production (grease basis) the 
United States could reach 400,000,000 pounds without straining our resources, 
This would assure strategic requirements and alleviate the pressure on world 
wool markets. 

Many factors must be taken into consideration to accomplish these results. 
Briefly, some of them are as follows: 

1. Liberalization of the immigration restrictions on importation of Basques 
or other competent sheepmen over a period of years to assure a skilled and 
experienced labor supply. 

2. Opportunity to compete in the labor market to retain experienced help 
by receiving prices sufficient to meet wages offered by other industries. 

3. Freedom from Government controls and restrictions. 

4. Clarification of Government policies to eliminate some of the uncertainty 
in the sheep industry: 

(a) A long-range adequate wool tariff policy. 
(b) A stable Federal land policy of use. 

5. More research work done on sheep on such things as breeding, diseases, 
parasites, range management and improvement. 

6. Educational and informative services by land-grant colleges and Depart- 
ment of Agriculture. 

7. Strong predatory animal and dog control measures. 

8. Eradication of scab in the United States. 

9. Control of big game. 

10. Above all, a sympathetic understanding on the part of all Government 
Departments—Defense, State, Labor, Agriculture, ete.—of the problems and 
the strategic need for a strong domestic sheep industry. 

Finally: 

(1) Government regulations and controls with subsidies, allocations, ration- 
ing, and red tape will not do the job. 

(2) Only increased production coupled with sound monetary policies will 
for the “‘long pull’”’ do the job. 

(3) It is our position, therefore, that the reenactment of title IV of the De- 
fense Production Act is not the proper way to combat inflation. 


PROPOSED AMENDMENTS 
Differential subsidy 

Notwithstanding the above position as to the proper action necessary to 
control inflation, our position should be made clear on some of the proposed 
amendments. 

We are opposed to the so-called differential subsidy provision for agriculture. 
As applied to agricultural products these become consumer subsidies paid to the 
producer with all the red tape, high cost of administering the program and in- 
equities which accompany such a program when prices are not arrived at in the 
market place. 

Subsidy experience in agriculture in OPA days is no doubt the reason why they 
were not provided in the Defense Production Act of 1950. 


Purchase and resole programs 

Although Mr. DiSalle’s statement to the committees makes a strong plea for 
differential subsidies and purchase and resale programs, when queried on tliese 
points he was very vague particularly on purchase and resale programs affecting 
agriculture. He brought up their application to copper many times but only 
gave one possibility for agriculture—wool, and no explanation was given as to how 
this would work. - 

Wool is an import commodity and always has been. Definitive price ceilings 
have been placed on raw wool (clean basis) at a level 50 cents per clean pound 
below the highest prices reached which is a roll-back of approximately 14 percent. 

Should subsidies, purchase, and resale programs be permitted, it would meal 
that the Government or its authorized agents would buy wool in the world 
markets, bring it into the United States, sell it at or below the ceiling prices 
established and thereby pay the foreign producer subsidy. 
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It has already been shown what happened to the domestic sheep industry 
under OPA and large wool accumulations caused by war conditions. Everyone 
is conscious that we are paying through the nose in the acquiring of our wool 
needs for the defense effort as a result of these former policies. 

Many people believe that the Office of Price Stabilization is partially responsible 
for the high price of wool because of its announcement that military orders would 
not be exempt after a certain date from the price freeze order and, as a result, 
the military felt the necessity of getting their requirements before the exemption 
expired, thereby putting pressure on the market. 

Are the American producers to assume that they are not entitled to the world 
market price for their products and at the same time be asked to pay for subsidies 
to the foreign producers of the same commodity? 

With the costs of production everywhere in the world below production costs 
in the United States, how can anyone expect increased domestic production 
under such treatment. 

Let us take another example of what the OPS has in mind regarding subsidy 
payments to foreign producers under a purchase and resale program. 

Cattle hide prices have already been rolled back to November 1950 levels. 
This was possible because the United States produces approximately 80 percent 
of its own needs and it is possible for all segments to operate with the raw mate- 
rials at hand. The comparison between the foreign market and the domestic 
market price is 50 cents per pound for foreign cattle hides and 30-cent ceilings 
on domestic. 

The United States produces only 30 percent of pickle skins produced from 
sheep and goats. Not enough for the industry to operate, but under the proposal 
above, purchase of pickle skins would be made at the world market prices, brought 
into the United States and sold at or below the price ceilings (which would have 
been rolled back in line with November prices of cattle hides) and again subsidize 
the foreign producer. 

It is unbelievable that such a proposal would be made when it is admitted, 
even by OPS, that increased production is most important in stabilizing the 
economy. 


Treatment under OPS 


Definitive ceilings were placed on raw wool May 9, 1951, under CPR 35—over 
a hundred days after the issuance of the general ceiling price regulation. ‘This 
order constituted a 14 percent roll-back from the highest price reached. During 
this time all segments of the industry were in a chaotic condition, with the ex- 
ception of defense orders, which were exempt until April 1. 

This condition created a surge of military orders to enable the Quartermaster to 
get the necessary requirements before being “hamstrung”? by OPS. All other 
segments of the industry were confused and uncertain to the extent that the wool 
market, except for defense orders, was at a standstill. 

On February 2, 1951, the following letter was sent to the Director of Price 
Stabilization: 


Mr. Micnaet V. D1Sa.e, 
Director of Price Stabilization, 
Economic Stabiization Agency, Washington 25, D. C. 

Dear Mr. DiSauue: My president, Mr. W. H. Steiwer, Fossil, Oreg., requests 
through this office that the wool advisory committee of the National Wool Gave 
ers Association be invited to sit in on the developments covering regulations and 
price ceilings that may be established on wool. During World War II this ad- 
visory committee represented the sheep industry in all of the conferences with 
Government Officials in this connection. 

The position of wool at the present time is well known to you and there is no 
need of amplifying the situation with which we are confronted. The primary con- 
cern, of course, of the wool industry is to increase production and it is our feeling 
that the wool advisory committee of the national association can be of assistance 
to the Government agencies in the development of a program which will aid the 
emergency effort. Again we ask that we be permitted to confer with you as de- 
velopments take place. 

We would appreciate your reactions and decision in this matter. 

Sincerely yours, 
J. M, JONEs, 
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The letter was answered on March 5, 1951, by the Director of the Consumer 

Soft Goods Division of ESA: 
Economic StTaBILizATION AGENCY, 
Washington 25, D. C. 
Mr. J. M. Jongs, 
Executive Secretary-Treasurer, 
National Wool Growers Association, Salt Lake City, Utah. 

Dear Mr. Jones: This will acknowledge receipt of your letter of February 2 
relative to representation of your association on advisory committee. In the 
interest of expediency, an advisory committee from the woolen and worsted 
industry has been selected from an approved list prepared by the National 
Production Authority. This committee is working diligently on drafting an order 
which, it is expected, will relieve many problems at one time. 

Problems such as yours are being given careful consideration. The assistance 
which your association can give this agency is most important and desired, 
Further committees will, no doubt, be necessary and you may be assured that your 
association’s assistance will be welcomed. 

Very truly yours, 
Joserpn N. Katuicx, 
Director, Consumer Soft Goods Division. 


At and during this time we made every attempt possible to secure representation 
on wool advisory committees and as consultants. Promises were made by OPS 
to our friends in Congress that representation would be granted, but this was never 
accomplished. Finally, after wires and representations were made, permission 
was granted for Mr. J. B. Wilson, our association representative here at the time, 
to sit “in on all policy meetings concerning wool.” 

This resulted in our attendance at two or three meetings, but not beeause we 
were notified by OPS but because we happened to find out about the meetings or 
stumbled on to them. 

The reasons given for this attitude were (1) because our representatives were 
paid association executives; and (2) consideration was not being given to price 
ceilings at the producer level. 

In answer to No. 1, let’s look at the composition of the wool advisory committee. 
It consists entirely of wool manufacturers and top-makers and is understood to 
be the same as the advisory committee under the NPA. 

Consultants in the wool section of the OPS came from the following segments of 
the industry—manufacturers, topmakers, and wooltr ade (dealers in foreign and 
domestic wool). There are no producer representatives; nor have we been asked 
to furnish any. 

Every one of the consultants came from a private manufacturer, private top- 
maker, or a private wool-trading concern. This does not in any way impugn the 
motives or honesty of these men, but the fact remains that a representative of a 
large part of the wool producers, who attempts to represent all growers interesis 
and in no way connected with a single producer, is denied the opportunity to 
serve. 

Now, as to No. 2 above: Anyone who believes that the establishment of defini- 
tive price ceilings on raw wool, clean basis, Boston, is of little concern to the 
producer of that wool knows nothing about the wool business. This is just a play 
on words and an excuse which has no valid basis. 

On March 14, 1951, we wrote the Director of the Consumer Soft Goods Division 
the following letter, because of the trite ‘brush off’? we received on March 5. On 
April 11, 1951, or almost a month later we had had no reply to our letter of March 
14, 1951, and sent a second request. We have not had the courtesy of a reply up 
to the present time: 

Mr. JosepH N. KAa.uick, 
Director, Consumer Soft Goods Division, 
Economic Stabilization Agency, Washington 25, D. C. 

Dear Mr. Kauuick: This will acknowledge your letter of March 5 in reply t 
our letter of February 2 in which we requested representation on advisory cot- 
mittee affecting the formulation of rules, regulations, orders, and amendments 
that may be issued relative to wool. 

I understand that in the “interest of expediency an advisory committee from 
the woolen and worsted industry has been selected from a list approved by the 
National Production Authority and that this committee is working diligently. 
You also state that ‘‘Problems such as yours are being given careful consideration. 
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It has been our understanding that the above statement is true and that con- 
siderable thought has been given to the establishment of price ceilings on domestic 
wool. We understand, however, that because of the inability to control the price 
of foreign wool, such consideration of prices on domestic wool has been postponed 
for the time being. 

You, of course, realize that the present advisory board is composed entirely of 
manufacturers, topmakers, and foreign wool dealers, and, as far as we know, there 
is not a representative of producers on this board. May I point out to you that 
title 7, General Provisions, section 701 B, in Public Law 774, Eighty-first Congress 
provides that: “In order to carry out this policy (ii) Such business advisory 
committees shall be appointed as shall be appropriate for purposes of consultation 
in the formulation of rules, regulations, or orders or amendments thereto issued under 
authority of this Act and in their formation there shall be fair representation for in- 
dependent small, for medium, and for large business enterprises, for different 
geographic areas, for trade association members and nonmembers, and for different 
segments of the tndustry;”. [Italics ours.] 

From the above, we are of the opinion that the present advisory committee 
has not been established in accordance with the law. 

We therefore ask that you again give consideration to our request of February 
2 to be properly represented on advisory committees dealing with our commod- 
ity—wool. 

Sincerely yours, 
J. M. Jones. 
CONCLUSION 


Considering the history of the past decade for the domestic sheep industry 
with the unrealistic controls, Government regulations, red tape, decrease in breed- 
ing stock and the present treatment accorded the industry by OPS, which is just 
as involved and far worse, if possible, than OPA, is there anyone interested in the 
welfare of this country who believes that production of these vital materials will 
be increased? The answer is obvious. Increased production will not result and 
increased production is the only possible way to create stability. 

CPR-35: Ceiling prices for wool and related fibers is admittedly an interim 
order and subject to further roll-backs and uncertainties. The OPS has for many 
weeks been delaying the issuance of a ceiling order in an attempt to place the 
ceiling at the lowest price possible. 

If and when the world wool market exceeds the ceilings, one of two things will 
happen—the United States will not get the wool or ceilings will have to be raised 
to meet world competition. The way OPS has performed in the past, it is more 
than likely that delaying tactics will be such that we will miss the wool. 

We earnestly recommend that title IV be stricken from the Defense Production 
Act; that ‘“‘differential subsidies’? and purchase and resale programs be denied 
as injurious to the welfare of the country and that a program of increased produc- 
tion and a sound monetary and fiscal policy be adopted. 


SUMMARY OF THE STATEMENT OF THE PosITION OF THE NATIONAL Woon GROWERS 
ASSOCLATION 


(By W. H. Steiwer, president) 


_ We appear before you today with the same fear and concern that the sheep 
industry expressed before these same committees in March and April 1944 (Senate 
Banking and Currency Committee, Tuesday, March 28, 1944, pp. 427 through 
447; House Banking and Currency Committee, Friday, April 28, 1944, pp. 729 
through 780). 

The reading of that record almost duplicates the statement we make to you 
today. The only difference is that today we have the proof of what we said in 1944 
concerning the industry and what would happen to it. Therefore, the fear and 
concern is far greater this time for the welfare of the industry because of this past 
experience. 

Today stock sheep numbers in the United States are only 56 percent of what 
they were at the beginning of the last OPA. They are 22 million head short of 
what they were January 1, 1942. 

There are many factors which caused this liquidation. One of the main 
contributing causes was the unrealistic regulations and controls placed on the 
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industry by OPA. The prices of our products were among the first to be “frozen” 
and never changed to meet the increasing costs of production. 

During the 5-year period 1942 through 1946 ceiling prices on wool remained 
constant, while labor, which represents 30 percent of our production costs, rose 
150 percent and feed prices, representing 15 percent, rose from 72 to 108 percent, 
The United States Tariff Commission’s studies show that from a profit of 97 cents 
perhead in 1941 the loss per head in 1946 amounted to $1.18. 

In 1941 the slaughter of ewes amounted to only 6 percent of total slaughter of 
—_ and lambs, but during the period 1941-46 it ran as high as 21 percent of 
the total. 

Wool production went from a production of 454,997,000 grease pounds to 
252,535,000 pounds in 1950. 

Everyone in this country is conscious of the fact that the United States is 
“paying through the nose’ now to meet the requirements of this essential com- 
modity. A condition brought about by the loss in production. 

The only answer is to increase production. Given reasonable incentives, the 
industry will produce. We submit that price controls (which are supposed to 
limit inflation) breed black markets, cause maldistribution of meat, disrupt meat 
production, create health hazards through unsanitary practices and lack of inspec- 
tion, cause loss of byproducts, including life-saving medicines, divert manpower 
to an impossible enforcement job, encourage disregard for law, and are one more 
step toward Government regimentation of our entire economy. As far as the 
sheep industry is concerned, past experience has taught us this lesson. There is 
no more “whiching” for us. We are not here to try to tell you which controls 
will work best. Our answer is: ‘‘They won’t work.” 

The practical solution is to concentrate on the cause of the problem through 
increasing the supply of meat and wool, by growing more livestock, and a sound 
monetary and fiscal policy. The detailed statement sets forth some important 
objectives of increased production and how these objectives can be reached. 

We should like to direct special attention to the proposed amendments and our 
reactions to them. 

We are opposed to the so-called “differential subsidy” provision for agriculture. 
As applied to agricultural products, these become consumer subsidies paid to the 
producer with all the red tape, high cost of administering the program, and inequi- 
ties which accompany such a program when prices are not arrived at in the market 
place. 

Subsidy experience in agriculture in OPA days is no doubt the reason why they 
were not provided in the Defense Production Act of 1950. 


PURCHASE AND RESALE PROCRAMS 


Although Mr. DiSalle’s statement to the committees makes a strong plea for 
“differential subsidies’? and purchase and resale programs, when queried on these 
points he was very vague, particularly on purchase and resale programs affecting 
agriculture. He brought up their application to copper many times but only gave 
one possibility for agriculture—wool—and no explanation was given as to how 
this would work. 

Wool is an import commodity and always has been. Definitive price ceilings 
have been placed on raw wool (clean basis) at a level 50 cents per clean pound 
below the highest prices reached, which is a roll-back of approximately 14 percent. 

Shouid subsidies, purchase, and resale programs be permitted, it would mean 
that the Government or its authorized agents would buy wool in the world markets, 
bring it into the United States, seil it at or below the ceiling prices established and 
thereby pay the foreign producer a subsidy. 

It has already been shown what happened to the domestic sheep industry under? 
OPA and large wool accumulations caused by war conditions. Everyone is c0!- 
scious that we are ‘‘paying through the nose” in the acquiring of our woo! needs 
for the defense effort as a result of those former policies. £ 

Many people believe that the Office of Price Stabilization is partially responsible 
for the high price of wool because of its announcement that military orders would 
not be exempt after a certain date from the price-freeze order; and, as a result, the 
military felt the necessity of getting their requirements before the exemption e% 
pired, thereby putting pressure on the market. , 

Are the American producers to assume that they are not entitled to the world 
market price for their product and at the same time be asked to pay for subsidies 
to the foreign producers of the same commodity? 
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With the costs of production everywhere in the world below production costs 
how can anyone expect increased domestic production 


in the United States 
under such treatment? 

Let us take another example of what the OPS has in mind regarding subsidy 
payments to foreign producers under a purchase and resale program. 

Cattle-hide prices have already been rolled back to November 1950 levels. 
This was possible because the United States produces approximately 80 percent 
of its own needs and it is possible for all segments to operate with the raw materials 
at hand. The comparison between the foreign market and the domestic market 
price is 50 cents per pound for foreign cattle hides and 30-cent ceilings on domestic. 

The United States produces only 30 percent of pickle skins produced from sheep 
and goats. Not enough for the industry to operate; but, under the proposal 
above, purchase of pickle skins would be made at the world market prices, brought 
into the United States and sold at or below the price ceilings (which would have 
been rolled back in line with November prices of cattle hides) and again subsidize 
the foriegn producer. 

It is unbelievable that such a proposal would be made when it is admitted, 
even by OPS, that increased production is most important in stabilizing the 
economy. 

TREATMENT UNDER OPS 


Definitive ceilings were placed on raw wool May 9, 1951, under Ceiling Price 
Regulation 35. over a hundred days after the issuance of the general ceiling price 
regulation. This order constituted a 14-percent roll-back from the highest price 
reached. During this time all segments of the industry were in a chaotic con- 
dition, with the exception of defense orders, which were exempt until April 1. 

This condition created a surge of military orders to enable the Quartermaster 
to get the necessary requirements before being hamstrung by OPS. All other 
segments of the industry were confused and uncertain to the extent that the wool 
market, except for defense orders, was at a standstill. 

On February 2, 1951, we offered our assistance on the developments covering 
regulations and price ceilings that might be established on wool. (The request is 
reproduced in full in the detailed statement, p. 13.) 

On March 5, 1951 (overa month later), we received a reply (detailed statement, 
p. 14) which announced that the advisory committee from the woolen and worsted 
industry had been selected from an approved list (all manufacturers and top 
makers). Also, “the assistance which your association can give this agency is 
most important and desired. Further committees will, no doubt, be necessary 
and you may be assured that your association’s assistance will be welcomed.” 

At and during this time we made every attempt possible to secure representa- 
tion on wool advisory committees and as consultants. Promises were made by 
OPS to our friends in Congress that representation would be granted, but this was 
never accomplished. Finally, after wires and representations were made, per- 
mission was granted for Mr. J. B. Wilson, our association representative here at 
the time, to set ‘in on all policy meetings concerning wool.” 

This resulted in our attendance at two or three meetings, but not because we 
were notified by OPS but because we happened to find out about the meeting or 
“stumbled” onto them. 

The reasons given for this attitude were (1) because our representatives were 
paid association executives and (2) consideration was not being given to price 
ceilings at the producer level. 

In answer to No. 1, let’s look at the composition of the wool advisory commit- 
tee. It consists entirely of wool manufacturers and top makers and is understood 
to be the same as the advisory committee under the NPA. 

Consultants in the Wool Section of the OPS came from the following segments 
of the industry: manufacturers, top makers, and wool trade (dealers in foreign 
and domestie wool). There are no producer representatives; nor have we been 
asked to furnish any. 

Every one of the consultants came from a private manufacturer, private top 
maker, or a private wool-trading concern. This does not in any way impugn the 
motives or honesty of these men, but the fact remains that a representative of a 
large part of the wool producers, who attempts to represent all growers’ interest 
and is in no way connected with a single producer, is denied the opportunity to 
serve, 

_ Now, as to No. 2 above: A representative of the sheep industry wired Mr. Di- 
Salle on April 10, in part, as follows: ‘“‘Would be very interested to know why 
producers have no membership on advisory committees.” 
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On April 17, Mr. DiSalle replied, in part: ‘This office has no Wool Growers’ 
Industry Advisory Committee because we do not at present price wool at producer 
level.”’ 
we price ceilings were placed on raw wool, clean basis, Boston, on 
May 9. 

Anyone who believes that the establishment of definitive price ceilings on raw 
wool, clean basis, Boston, is of little concern to the producer of that wool knows 
nothing ‘about the wool business. This is just a play on words and an excuse 
which has no valid basis. 

On March 14, 1951, we wrote the Director of the Consumer Soft Goods Division 
the following letter, because of the trite “brush-off” we received on March 15. 
On April 11, 1951, or almost a month later, we had had no reply to our letter of 
March 14, 1951, and sent a second request: 


Mr. JosepH N. Katuick, 
Director, Consumer Soft Goods Division, 
Economic Stabilization Agency, 
Washington, D. C. 

Dear Mr. Katuicx: This will acknowledge your letter of March 5 in reply 
to our letter of February 2 in which we requested representation on advisory 
committee affecting the formulation of rules, regulations, orders, and amendments 
that may be issued relative to wool. 

I understand that in the “interest of expediency an advisory committee from 
the woolen and worsted industry has been selected from a list approved by the 
National Production Authority and that this committee is working diligently.” 
You also state that ‘Problems such as yours are being given careful consideration.”’ 

It has been our understanding that the above statement is true and that con- 
siderable thought has been given to the establishment of price ceilings on domestic 
wool. We understand, however, that because of the inability to control the price 
of foreign wool such consideration of prices on domestic wool has been postponed 
for the time being. 

You, of course, realize that the present advisory board is composed entirely of 
manufacturers, top makers, and foreign-wool dealers, and, as far as we know, 
there is not a representative of producers on this board. May I point out to you 
that title 7, General Provisions, section 701 B, in Public Law 774, Eighty-first 
Congress, provides that ‘‘In order to carry out this policy (ii) such business ad- 
visory committees shall be appointed as shall be appropriate for purposes of consul- 
tation in the formulation of rules, regulations, or orders or amendments thereto issued 
under authority of this Act and in their formation there shall be fair representation 
for independent small, for medium, and for large business enterprises, for different 
geographic areas, for trade association members and nonmembers, and for di/- 
ferent segments of the industry; * * *,.” (Italics ours.) 

From the above, we are of the opinion that the present advisory committee has 
not been established in accordance with the law. 

We therefore ask that you again give consideration to our request of February 
2 to be properly} represented on advisory committees dealing with our com- 
modity—wool. 

Sincerely yours, 
J. M. Jones, 
To date we have not had the courtesy of a reply. 


CONCLUSION 


Considering the history of the past decade for the domestic sheep industry 
with the unrealistic controls, Government regulations, red tape, decrease in 
breeding stock, and the present treatment accorded the industry by OPS, which 
is just as inv olved and far more so, if possible, than OPA, is there anyone interested 
in the welfare of this country w ho believes that production of these vital materials 
will be increased? The answer is obvious. Increased production will not result, 
and increased production is the only possible way to create stability. 

Ceiling Price Regulation 35: Ceiling prices for wool and related fibers is 
admittedly an interim order and subject to further roll-backs and uncertainties. 
The OPS has for many weeks been delaying the issuance of a ceiling order in a0 
attempt to place the ceiling at the lowest price possible. 

If and when the world wool market exceeds the ceilings, one of two things will 
happen: the United States will not get the wool or ceilings will have to be raise 
to meet world competition. The way OPS has performed in the past, it is more 
than likely that delaying tactics will be such that we will miss the wool. 
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We earnestly recommend that title IV be stricken from the Defense Production 
Act; that “differential subsidies” and purchase and resale programs be denied as 
injurious to the welfare of the country and that a program of increased production 
and a sound monetary and fiscal policy be adopted. 

Mr. Sterwer. Of course, we are tremendously interested in lamb 
and mutton, which is a major part of our income in the sheep industry, 
but is a very small fraction of the Nation’s meat supply. 

Therefore, I am going to go to a more special subject, which is wool, 
which as you know is a more essential commodity at this time, and 
also I want to say again that the sheep industry is in just a little 
different position than any that I have heard in the past 3 days appear- 
ing before your committee, because in the past several years, since 
January 1, 1942, the sheep population has declined by 44 percent. 

Now, in March of 1944, representatives of this association appeared 
before this same committee and at that time gave warning of what 
could happen to the sheep industry. That is in the record, and that 
has actiialty happened, under the OPA, and we are very fearful that 
it might continue to happen to us under the OPS. 

I want to direct special attention to some of the provisions of the 
bill, and I will read, on page 3 of the summary, the following: 

We are opposed to the so-called ‘‘differential subsidy” provision for agriculture. 
As applied to agricultural products, these become consumer subsidies paid to the 
producer with all the red tape, high cost of administering the program, and in- 
equities which accompany such a program when prices are not arrived at in the 
market place. 

Subsidy experience in agriculture in OPA days is no doubt the reason why 
they were not provided in the Defense Production Act of 1950. 


PURCHASE AND RESALE PROCRAMS 


Although Mr. DiSalle’s statement to the committees makes a strong plea for 
differential subsidies and purchase and resale programs, when queried on these 
points he was very vague particularly on purchase and resale programs affecting 
agriculture. He brought up their application to copper many times but only 
gave one possibility for agriculture—wool, and no explanation was given as to 
how this would work. 

Wool is an import commodity and always has been. Definitive price ceilings 
have been placed on raw wool (clean basis) at a level 50 cents per clean pound 
below the highest prices reached, which is a roll-back of approximately 14 percent. 

Should subsidies, purchase, and resale programs be permitted, it would mean 
that the Government or its authorized agents would buy wool in the world 
markets, bring it into the United States, sell it at or below the ceiling prices estab- 
lished and thereby pay the foreign producer a subsidy. 


Now, in this connection, I would like to read a short news dispatch 
from the New York Times of May 22,1951. It is a Reuters’ news 
dispatch from Canberra. The headline says: 


Wool Big Four to bolster prices. Britain, South Africa, Australia, and New 
Zealand agree on minimum support plan. 


The article follows: 


Britain, Australia, New Zealand, and South Africa, which produce three- 
quarters of the world’s wool, have agreed on forming a joint organization to 
prevent wool prices falling below an agreed level. John McEwen, Australian 
Commerce Minister, announced today that the four Commonwealth countries 
would set up a $183,800,000 fund to buy up any wool which did not bring the 
agreed price at auction. 


Mr. Cote. What is the date of that? 
Mr, Sterwer. May 22, 1951. 
83473—51—pt. 2——82 
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The central authority representing all four countries would sit in London. Its 
task would be to recommerd the minimum acceptable price. The reserve price 
would not be changed during a season except under abnormal conditions, but it 
might be varied from season to season. Wool would be marketed at auction as 
before, but a buyer backed by the four-power fund would attend and bid at the 
agreed reserve price if commercial buyers failed to do so. Wool bought by the 
central authority would be held for later sale. 

Mr. McEwen said that for a start the plan would operate for 5 years. There 
was no provision in the agreement for any other countries to be admitted, and any 
plan involving this would need a completely new agreement. 

Australian sheep farmers will contribute more than half of the total to the cen- 
tralfund. They will benefit most because they are by far the world’s biggest woo] 
producers. They will also have a big say in fixing the reserve price because they 
will appoint 7 of 10 men who are to control the Australian end of the wool-market- 
ing organization. 

Under that is a news dispatch from Brisbane saying that the wool 
prices were firmer. 

Now, I gathered two things from that. One is that those countries 
which produce three-fourths of the world’s wool supply, are trying to 
increase the production of wool. They are placing a floor under the 
price, and in the United States, we are trying to discourage the pro- 
duction of wool by putting a ceiling on it. 

I also want to point out the way they do things in those countries. 
They have 7 of the 10 men on the board who are producers. In that 
connection I want to point out what has been done—I think you re- 
member what was done under the OPA—at least we remember that we 
could not get representation—and that we have tried under the OPS 
to get representation, and even though you Members of Congress 
wrote it into the law that we should, we have not had any representa- 
tion in OPS. 

That is another reason why we don’t think controls will work. 
We have made, as I said, various attempts to give our advice, or seek 
consultation with officials of the Office of Price Stabilization, and have 
been consistently turned down, as set forth both in my statement and 
in the summary. 

There is one statement in my summary I would like to read, some- 
thing that has happened just recently, and that is on page 8 of the 
summary: 

A representative of the sheep industry wired Mr. DiSalle on April 10, in part, 
as follows: “‘Would be very interested to know why producers have no member- 
ship on advisory committees.” 

On April 17, Mr. DiSalle replied, in part: “This office has no wool growers 
industry advisory committee because we do not at present price wool at producer 
level.”’ 

Definitive price ceilings were placed on raw wool, clean basis, Boston, on May 9. 

Anyone who believes that the establishment of definitive price ceilings on raw 
wool, clean basis, Boston, is of little concern to the producer of that wool knows 
nothing about the wool business. 

Now by that, we are not trying to reflect anything on anybody in 
Mr. DiSalle’s office, or Mr. DiSalle himself, but we don’t think that 
any one man or any small group of men can effectively contro! an 
entire industry in the United States, and that is an example of how 
they can’t do it. 

Now, I will turn to page 10 of my summary and read our conclusion 
and that will conclude my statement: 

Considering the history of the past decade for the domestic sheep 
industry with the unrealistic controls, Government regulation, red 
tape, decrease in breeding stock and the present treatment accorded 
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the industry by OPS, which is just as involved and far more so, if 
possible, than OPA, is there anyone interested in the welfare of this 
country who believes that production of these vital materials will be 
increased? The answer is obvious. Increased production will not 
result and increased production is the only possible way to create 
stability. 

CPR-35—Ceiling prices for wool and related fibers is admittedly 
an interim order and subject to further roll-backs and uncertainties. 
The OPS has for many weeks been delaying the issuance of a ceiling 
order in an attempt to place the ceiling at the lowest price possible. 

If and when the world wool market exceeds the ceilings, one of two 
things will happen—the United States will not get the wool, or ceilings 
will have to be raised to meet world competition. The way OPS has 
performed in the past, it is more than likely that delaying tactics will 
be such that we will miss the wool. 

We earnestly recommend that title IV be stricken from the Defense 
Production Act; that ‘differential subsidies’ and purchase and resale 
programs be denied as injurious to the welfare of the country and that 
a program of increased production and a sound monetary and fiscal 
policy be adopted. 

Thank you, Mr. Chairman. 

Mr. Brown. Mr. Betts, do you desire to interrogate the witness? 

Mr. Berrs. How many members do you have in your organization? 

Mr. Sterwer. [ think that is set forth in our statement. We are 
based on State units, and in answer to your question I will read from 
the first paragraph of our statement: 

The National Wool Growers Association is the service organization for the 
domestic wool and lamb industry. At the present time the organization is com- 
posed of member State sheep grower associations in 12 western range States, 
including Texas. These 12 States have 66 percent of the stock sheep population 
of the United States. There are also individual members in eastern and mid- 
western sheep-growing States. 

We attempt to speak for the whole domestic wool and lamb producing industry 
and we believe that the views we express are the views of more than a large 
majority of the 350,000 growers of wool and lambs in the United States. 

_ I can’t give you the exact figures because they are_broken down 
into State units. 

Mr. Berrs. Of course, we are not interested in protecting just the 
wool growers, or livestock producers, or any one group. We are 
interested in helping in this inflationary period, and that is the purpose 
of our study here. So I would like to have you tell us that these 
views of yours represent what you feel is for the good of the whole 
country in this period; is that right? 

Mr. Srerwer. That is right. 

Mr. Burrs. And not just for your own industry. 

Mr. Srerwer. I think so, yes. 

Mr. Berrs. And these statements represent research on the part 
of you and your staff? 

Mr. Sretwer. Yes, we have done considerable. 

Mr. Berrs. By comparison with the situation which existed in 
World War II, and controls placed then on the livestock industry 
and the wool industry —— 

Mr. Srerwer. They were placed in the sheep industry in December 
of 1941, following Pearl Harbor, and never released until the OPA 
expired, which was 1946. 
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Mr. Berts. So the views you represent here represent the great 
majority of the wool growers of the country, and explain on a com- 
parative basis, the results of controls placed on the industry in World 
War II, and are made as a result of research on the part of your staff 
and represent your conscientious belief as to the best interests of the 
country in this present emergency? 

Mr. Stretwer. That is correct. 

Mr. Berts. That is all I have. 

Mr. Brown. Mr. Bolling, do you care to interrogate the witness? 

Mr. Bourne. Yes, I would like to ask one question, Mr. Chairman. 

I have here a set of statistics of ‘“Trends in livestock numbers and 
meat production in the United States, 1929-51,” and I notice—these 
are Department of Agriculture figures—I notice that in 1941 the 
sheep and lambs, in millions of head, were 53.9, and in 1942, 56.2; 
1943, 55.2; 1944, 50.8; 1945, 46.5; 1946, 42.4; 1947, 37.8; 1948, 34.8: 
1949, 31.7; and 1950, 30.7. This is taken from the testimony of the 
Secretary of Agriculture before another committee. 

Obviously your numbers came down during OPA. 

Mr. Srerwer. Yes. 

Mr. Bouurne. They also kept on coming down in all the years 
succeeding and I am confused as to why that is. 

Mr. Srerwer. One of the reasons for that, Congressman, was the 
fact that during the war period, due to the peculiar shipping conditions, 
and also the apparent necessity and the wish to stockpile a lot of wool 
in the United States, they created a big surplus of wool, piled up from 
all over the world. The European mills were not running and the 
only place to go with the wool was in the United States, and that wool 
accumulated into a large stockpile, which was not finally liquidated 
until last year. And that hung over the market and held the market 
down. It was apeculiar condition created by the war. 

Mr. Bouuine. And had a direct effect on sheep numbers? 

Mr. Srerwer. Yes. 

Mr. Botuirne. Was that a result of OPA? 

Mr. Srerwer. No, not entirely. We don’t claim that all of our 
loss in sheep population was due to the OPA. We say it was one of 
the main contributing factors, however. 

Mr. Boutine. What is the solution to the bigger problem? I don’t 
want to get too far off the subject, but what is the solution to the 
bigger problem? 

Mr. Srerwer. To increase production, as we have set forth in our 
statement. 

Mr. Bo.urne. At this moment I am not talking about price con- 
trol. I am talking about your problem, your over-all problem o/ 
international competition, I suppose you would call it. 

Mr. Srerwer. Well, we are not now afraid of any international 
competition, if that is what you mean, as far as increasing the produc- 
tion. If we were let alone and ceilings not continually hammered 
down on us, or the continual threat that they would be reduced, the 
price is sufficiently attractive that it would encourage the production 
of wool. 

Mr. Bourne. How long does it take for an attempt to increase 
production to have an impact? 

Mr. Srerwer. I can give you one example. During the year 1950. 
the sheep population, according to the Department of Agriculture 
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estimates, increased by 4 percent, or roughly a million head, and that, 
incidentally, was 600,000 more head than estimated could be possible, 
by the same Department. 

“So given the incentive of price, they can and will produce, plus 
other encouragement, which are set out in our statement. 

Mr. Bouturne. On page 4 of your statement you state that 
as late as March 1948, the Commodity Credit Corporation still held in excess of 
260,000,000 pounds of domestic wool. 

Mr. Sterwer. That is right. They still held in excess of 260 
million. However, they didn’t completely 

Mr. Boturne. The indication there is certainly not that your 
industry won’t increase as long as the Government maimains stock- 
piles, is it? 

' Mr. Srerwer. Oh, no. This stockpile was hanging over the 
market and had to be liquidated. 

Mr. Boturna. Well we are using stockpile in two different senses. 

Mr. Sterwer. Yes. Accumulated surplus would be more nearly 
the correct word for that figure. 

Mr. Bouutna. It was not a stockpile? 

Mr. Sterwer. No, it was not created by the Government. It 
was created by the war conditions. 

Mr. Brown. Mr. Cole. 

Mr. Cote. On page 2 you mentioned the slaughter of ewes, 6 
percent of the total slaughter of sheep and lambs, and then in the 
period 1941-46 the slaughter ran as high as 21 percent of the total? 

Mr. Sterwer. Six percent is somewhere near normal. 

Mr. Coin. And the implication being that the increased slaughter 
thereby reduced the amount of wool and the amount of meat available 
for the consuming public? 

Mr. Stetrwer. That is right. 

Mr. Cote, Your point then being, I take it, that both price and 
the war conditions—-what is your point, then, with respect to the 
slaughter of ewes rising in comparison to the total slaughter of lambs 
and sheep, so we might have it for the record? 

Mr. Sterwer. Of course, the profit was less, and, therefore, they 
rushed their ewes to market in order to liquidate their flocks, and, due 
to the low prices, they couldn’t compete, in the labor markets, with, 
for instance, the shipyards, the lumber mills, and what not, they 
couldn’t get the help to handle their flocks, and so they did the only 
thing that they knew what to do, which was to ship them to market. 

fo that, of course, contributed largely to the liquidation of the 
numbers. 

_ Mr. Coxe. Since the war, has there been much importation of wool 
into this country? 

Mr. Sterwer. Oh, yes. 

Mr. Cote. Do you have figures on that? I don’t want them now, 
but I wondered if you had them. 

Mr. Sterwer. We can furnish you those figures. 

Mr. Brown. Will you submit those figures for the record? 

Mr. Srerwer. Yes, sir. 

Mr. Brown. Very well. 

(The information referred to is as follows:) 
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Wool imports into the United States 1941 through 1950 
(Grease basis) 





Apparel wool| Carpet wool |Total imports 
(1,000 Ibs.) | (1,000 Ibs.) | (1,000 lbs.) 





613, 566 203, 249 816, 815 
1 782, 647 72, 017 854, 664 
1 642, 887 33, 489 676, 376 
1 581, 848 34, 775 616, 623 
1725, 237 79, 521 804, 758 
1923, 814 125, 418 , 049, 232 
112, 120 640, 291 
160, 634 757, 100 

86, 621 434, 566 
315, 000 713, 000 

4, 800 49, 601 














1 Excludes 222,222,000 pounds in 1942; 275,476,000 pounds in 1943; 2,726,000 pounds in 1944; 5,373,000 pounds 
in 1945; and 15,000 pounds in 1946, imported free of duty as an act of international courtesy. 
2 Latest figures available. 


Source: Livestock Market News—U. S. Dept. of Agriculture, page 78, table 80, August 1950 edition. 


Mr. Coxe. I think the newspaper account which you read is most 
interesting in connection with the agreement between foreign countries 
to fix the price, and shows, of course, the dependence of our country 
upon these agreements, and the fact that price ceilings may not be 
very effective to protect the consumer in this country, under the 
present laws. That is your idea about it? 

Mr. Srerwer. That is correct. 

Mr. Couez. That is all. 

Mr. Brown. I will now recognize the gentleman from Nebraska, 
who knows something about wool. 

Mr. Burrerr. Thank you, Mr. Chairman. 

Mr. Steiwer, they have set prices on lamb and they have set 
prices on wool. Did they call any ranchers, who raise lambs and 
sheep, in, when these prices were set? 

Mr. Srerwer. No sir, not to my knowledge. And that in spite of 
the fact that we asked to be called in. 

Mr. Burrerr. You asked to be heard? 

Mr. Srerwer. Repeatedly. 

Mr. Burrerr. And to have a chance to tell your side of the story? 

Mr. Srerwer. That is right, we did, sir. May I refer to our last 
letter, which is on page 9 of the summary, which is addressed to Mr. 
Joseph M. Kallick, director of the consumer soft goods division of the 
Economie Stabilization Agency, and in that ietter we called attention 
to the legal provisions, which provide for representation from different 
geographic areas for trade-association members and nonmembers, 
and for different segments of the industry. 

We haven’t gotten a reply to that letter. That was written on 
March 14, and a second copy was sent to him on April 11. We still 
have not had a reply. :; 

Mr. Burrerr. Well,”you"may get one along about Labor Day, 1! 
you are lucky. 

In the meantime, we have a very high price structure on beef, 1 
the retail markets in this country. Now, isn’t it true that histonc- 
ally, the choice cuts of lamb, like lamb chops, and lamb roast, were 
a pretty good competitor of beef for the appetites of the Americal 
people, at times? 

Mr. Srerwer. Yes, they were. 
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Mr. Burrerr. And a few years ago there were three varieties: 
that is, there was pork products, there was lamb, and there was beef. 
A lot of people, for one reason or another, do not like pork. In the 
old days they could buy lamb cuts, a lamb roast, and have a choice. 
Today, a great deal of that demand is forced into the beef market, 
isn’t 1t? 

Mr. Srerwer. That is correct. 

Mr. Burrert. If these figures reflect the picture—and I am not sure 
that they do because I don’t know the intricacies of your business—I 
would assume that the supply of lamb meat, to the American con- 
sumer, is about half now of what it was ten years or so ago; is that 
right? 

“Mr. Srerwer. Yes, that would be approximately right. 

Mr. Burrerr. Then it is reasonable to assume that that is one of 
the strongest factors in the upward pressure on beef prices? 

Mr. Srerwer. Yes, that is one of the strong pressures. 

Mr. Burrerr. You can’t pick any one factor and say this is it? 

Mr. Srerwer. No. 

Mr. Burrerr. But certainly this would be one of the factors? 

Mr. Srerwer. That is right. 

Mr. Burrerr. That reduction in lamb numbers, and sheep numbers, 
was a direct result of price control in World War II, was it not? 

Mr. Steiwer. Price controls were one of the main contributing 
causes, yes, sir. 

Mr. Burrert. Price control, plus the 

Mr. Srerwer. Plus the regulations. 

Mr. Burrert. Plus the other factors? 

Mr. Srerwer. Yes, the red tape, and surplus accumulation of wool, 
brought about by the war. 

Mr. Burrerr. We, from the cattle feeding area, think that cattle 
feeding is about the most hazardous part of the livestock industry. 
I suppose you could supply plenty of testimony to the effect that 
sheep raising is the most hazardous part of the livestock industry? 

Mr. Srerwer. By personal experience; yes, sir. 

Mr. Burrerr. I have a good friend who is quite a rancher in 
Rawlins, Wyo., and he expresses it this way, that they are either one 
foot from a million dollars or a million feet from one dollar. 

Mr. Srerwer. Congressman, I have an old friend who is now 
retired from the sheep business, and when he retired he said, “I got 
tired of going broke every 5 years and being a millionaire every 10 
years,”’ 

Mr. Burrert. I think that correctly expresses it. 

Now, I have one other question. The whole problem here is to 
preserve the value of the American dollar. Do any of your people 
know of any evidence to support the notion that the value of the 
dollar can be preserved in the absence of a currency redeemable in 





Mr. Srerwer. Well-—— 
Mr. Burrerr. Have you heard of an inflation that has been 


| Stopped, in this country, or other countries, without the currency 


being redeemable in gold? 


Mr. Srerwer. There is nothing that I know of, but then, of course, 
am not an economist. 
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Mr. Burretr. Well, one doesn’t'haveto"be an*economist to read 
history, and certainly if that statement is correct, that no great in- 
flation has been halted in the absence of currency redeemable in gold, 
then if Congress is serious about this problem, they should look into 
it, should they not? 

Mr. Srerwer. I think so; yes. I will say this: In my brief delving 
into history, I have never found where controls have stopped 
inflation. 

Mr. Burrert. No, and I don’t think you will—not even in Russia, 

Mr. Sretwer. I was told, or I read some place, that they tried it in 
China once and had a death penalty, but it still didn’t work. 

Mr. Burrerr. Russia has likewise used the death penalty for black 
marketing, and yet the value of Russian currency, as Eric Johnston 
testified here the other day, has been reduced somewhere between 5() 
and 90 percent in the last 10 years. Yet they have rigid price control, 
wage control, rent control, all these economic narcotics that we are 
being asked to fasten onto the producing segment of the American 
economy. 

You would agree with me, then, that it might be well for us to 
establish a little more control on the printing of money and printing 
of bonds down here, if we are serious about stopping inflation. 

Mr. Srerwer. I can agree with that, sir. 

Mr. Burretr. Thank you. That is all. 

Mr. Brown. Thank you very much, Mr. Steiwer. 

I see sitting to your right our good friend Mr. J. B. Wilson of 
Wyoming. We are glad to have you present, Mr. Wilson. 

Mr. Witson. May I say, Mr. Chairman, if the committee really 
wants to find out something about the effect of this, if they will take 
the time—and I don’t like to impose upon the committee’s time—to 
read the testimony we gave in 1944 before this same committee, at 
which time you were the second ranking member, I believe, and Mr. 
Buffett was a member, you will find that what we are saying now is an 
exact repetition of what we said then. 

Mr. Brown. Thank you very much. 

Mr. Strerwer. Thank you Mr. Chairman and members of thie 
committee, for your courteous attention. 

Mr. Brown. Call the next witness, Mr. Clerk. 

Mr. Finx. Mr. Harold Bishop, Boston Wool Trade Association, o! 
Boston, Mass. 

Mr. Brown. You may proceed, Mr. Bishop. 


STATEMENT OF HAROLD A. BISHOP, PRESIDENT, BOSTON WOOL 
TRADE ASSOCIATION, BOSTON, MASS. 


Mr. Bisuop. Mr. Chairman and members of the House Banking 
and Currency Committee: 

My name is Harold Bishop. I am engaged in the wool business at 
274 Summer Street, Boston, Mass. I am president of the Boston 
Wool Trade Association and am appearing here today on behalf of that 
association, as well as the National Wool Trade Association, the 
Philadelphia Wool and Textile Association, and the Chicago Mid-West 
Wool Trade Association. Representatives of all of these associations 
are with me here thismorning. They are Mr. Herbert Wiler, president 
of the Philadelphia group, on my left, and Mr. Arthur Milnes, president 
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of the Chicago association, on my right. Mr. Thurmond, a director 
of the National Wool Trade Association expected to be with me today 
but unfortunately is unable to be here. 

| appear in opposition to section 103 of H. R. 3871 which, as we view 
it, would permit the Government to take over the buying and selling 
of all wool consumed in the United States. 

Before I proceed further with my testimony, I would like to take 
this opportunity to thank you myself and on behalf of the representa- 
tives of these other wool trade associations present here this morning, 
and the members of all of these associations, for the opportunity which 
you have offered us to have me appear here and testify before your 
committee. 

Before I present to you our objections to section 103, may I say 
that the members of these four wool-trade associations buy and sell 
practically all of the wool that is consumed in the United States. 
The members of these associations and their predecessors have been 
engaged in this business for generations. 

The raw-wool business is a complicated one that has been handed 
down from father to son and from employer to employee. Nowhere 
in libraries can one find the thousands upon thousands of variegated 
types of wool that must be channeled into the textile mills of this 
country for the making of the variegated styles, colors, and textures 
that our citizens demand and buy in the form of men’s and women’s 
outer garments, underwear, socks, blankets, rugs and carpets, up- 
holstery, draperies, and industrial products, such as pressed felts and 
woven felts used in the manufacture of paper. Only by years of 
experience can this knowledge be imparted and received to its maxi- 
mum advantage. 

Section 303 of the Defense Production Act of 1950 empowers the 
Government to buy and sell agricultural commodities, including wool, 
but provides that such agricultural commodities may be resold by 
the Government only for industrial uses or stockpiling, and at not 
less than the higher of the current market price or the price estab- 
lished by Commodity Credit Corporation for commodities owned by 
the Corporation. 

Section 103 of H. R. 3871 would, in the case of foreign wool, remove 
these restrictions. Thus, under H. R. 3871 the Government could 
buy all foreign wool and resell it for any purpose at any price. This 
bill would even authorize the Government to pay to foreign wool 
growers prices higher than established United States ceiling prices, 
if it is determined that the stocks of wool in the United States could 
not be effectively increased at lower prices or on terms more favorable 
to the Government. 

We submit that section 103 is not necessary. The supply of raw 
wool in the world today together with this year’s shearings will be 
adequate to meet our needs and those of our allies if the purchases of 
such wool are handled through normal commercial channels rather 
than through Government purchases such as would be authorized 
under section 103. 

The existing channels of the wool trade can provide the required 
stocks of wool and the basis for this knowledge is the experience 
particularly in World Wars I and II. We have found apprehension 
on the Government level during war periods and steps have been 
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taken by the Government in the past to establish supplies through 
stockpiling. 

In World War II the Government built a stockpile within the 
United States of 850,000,000 pounds of wool and not 1 ounce of it 
was drawn upon to provide for the military or the civilian. The 
industry provided all wool required for both civilian and military 
usage during this most serious war period in our history. 

If the United States Government is granted the power to buy the 
products of foreign nations on a subsidy basis, it would provide the 
Government with a complete monopoly with respect to the handling 
of such products as it might buy under such program. 

If wool is to be purchased under this grant of power, it will create 
certain problems which should be carefully considered before granting 
such authority. 

Wool is a complex commodity. For example, the British Domin- 
ions, which produce approximately 60 percent of the world’s wool 
supply, involved some 2,000 or 3,000 types in classifying their wool 
production for world markets. These many and varied types are 
determined according to fiber diameter, length, color, freedom from 
vegetable content, and adaptability for the many end products made 
from wool, and the varied types of machinery used in the manufacture 
of such products. 

To supply these varied requirements, at the right time, in the right 
amounts, and at the right prices, has been the specialized function of 
the wool industry. At no time, either in peace or war, has the indus- 
try failed to perform this function both for civilian and military 
requirements. The composite ability and judgment of the various 
industry operators, refined by years of experience, has accomplished 
this function with an efficiency which could not be duplicated by any 
individual centralized Government purchase program, regardless of 
any industry talent employed in such program. 

The bulk importation of wool by a central Government agency 
could not be accomplished in an efficient manner to meet the needs 
of the industry and the desires of the consuming public. Instead of 
being patterned to fit economic needs, it would likely be governed 
by political and social expediency. 

The complexity of wool and its marketing cannot be well compared 
with such strategic commodities as tin and rubber, which are confined 
to relatively few standards. Nor is the importation of wool to the 
United States, in relation to world production, as great as tin and 
rubber. During the years 1946 to 1950, imports of apparel wool 
averaged 15 percent of world production, as against imports of tin 
38 percent and rubber 47 percent. 

Governmental pronouncements on the wool-supply situation have 
had extremely influential effect on the world wool markets since 
September 1950. 

(a) The United States Government proposals in September 1950, 
to adopt an allocation program, caused world buyers to operate more 
aggressively, reversing an existing downtrend in prices. Decision 
taken at the London Conference on the subject of allocations, result- 
ing in rejection of the United States proposal, was followed by decline 
in prices. 

bs) United States Dominion Wool Conference in Australia in 
November on subject of preemption of supplies for United States 
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introduced again fears in the"minds*of world buyers that”the” United 
States would take large weights of, wool_and ;prices took on a'steady 
advance. 

(c) Important buying by the United States military accompanied 
by the press report that United States would acquire in the following 
year a stockpile of 350,000,000 pounds weight of wool electrified the 
wool markets in January 1951. The press report was never denied, 
although the wool was not acquired. 

(d) OPS policy of limiting to April 1, 1951, the duration of the 
exemption of military buying from price ceilings compelled military 
to concentrate buying in first quarter of 1951, including fabrics 
scheduled for delivery 15 months later, up to June 1952. 

It is unfortunate that Government intervention in marketing fields 
by concentrated buying and ill-advised announcements has inflated 
world wool values beyond economic justification. 

The performance record of the moans industry during peace and 
war justifies the reliance on the industry to continue its normal func- 
tion of supplying the wool needs of the Nation. 

Frankly, geatiemets, the woolftrade industry is so alarmed over the 
possible loss of its business if section 103 is enacted, we express the 
hope that before you give final consideration to section 103 you will 
interrogate and ascertain from Mr. Eric Johnston, the Administrator 
of thé Economic Stabilization Administration, the purpose for which 
section 103 was recommended and whether the Government intends 
to take over our business in the event section 103 is enacted. 

In conclusion, we submit for the reasons which we have explained 
today that section 103 is not necessary and should not be enacted. 

Thank you Mr. Chairman and the members of this committee. 

Mr. Brown. Does any member desire to interrogate Mr. Bishop? 

Mr. Boturne. Mr. Chairman. 

Mr. Brown. Mr. Bolling. 

Mr. Bouurna. I notice you confine your testimony entirely to the 
section you mentioned. 

Mr. BisHop. Yes, sir. 

Mr. Botuine. You make no comment on price control. 

Mr. Bisnop. No, sir; section 103 is the item that we are very much 
alarmed about, Mr. Bolling. 

Mr. Boturne. Well, you would be in as good a position as anybody, 
I think, to discuss the price, and I noted you have cited a number of, 
perhaps, eicunnantel: reasons, which you feel have decided wool 
market prices. 

I have before me—and I do not in any-sense profess to be an expert 
on wool—but I notice, in reading from the Guarantee Survey, of 
May 1951, that in January of 1950, wool, clean basis, Boston, Ohio 
fin de laine, was $1.60; April, $1.85; June, $1.85; July $2; August, 
$2.27; September, $2.50; October, $2.62; November, $2.85—all 1950. 

In January 1951, $3.15; February 1951, $3.50; March, $3.70, and 
April, $3.30. 

Do those figures sound reasonable to you from your knowledge of 
the market? I think it would be only fair to show you those. 

_Mr. Bisnop. I should say that this is a responsible source, the 
Guarantee Trust Co., and that they would have taken it from recog- 
nized trade sources. 
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I would say that it is approximately correct. In connection with 
Ohio fin de laine; a few years ago I had a friend from overseas who 
said that he felt that if he wanted to get into the end of the wool 
business that was the least speculative, he thought he would buy 
some Ohio fin de laine, because that is quoted in the London papers, 
and he found that that wool was the steadiest of any type that he 
ever saw quoted anywhere in the world. 

Mr. Bourne. I see. Now that represents an almost amazing 
price rise in a relatively short period? 

Mr. BisHop. Yes, sir. 

Mr. Bourne. Do you feel that that is entirely due to Government 
buying? 

Mr. Bisuor. I would not say “entirely,’’ Mr. Bolling. We believe 
in the industry that they have had the outstanding influence on price 
situations, however. 

Mr. Bouiiine. What have been some of the other influences, in 
your opinion? 

Mr. Bisuor. The matter of the demand for wool—the normal de- 
mand for wool. But Government buying is the most important 
influence on the price situation. 

When we find a statement in the paper that the United States 
contemplates buying 350,000,000 pounds of wool and taking it out 
of the next clip, that is waving a flag in front of all the wool buyers of 
the world. They jump in and say ‘Rich Uncle Sam, if they make 
up their mind to do anything, they go out and do it. They have the 
means of doing it,’’ and it prods those wool buyers into taking a pro- 
tective position to get some wool before Uncle Sam comes in and 
takes it. 

Mr. Bouuina. I do not happen to know whether that was an ac- 
curate announcement or not, but suppose, in the months ahead, 
is necessary for various reasons for agencies of the Government, suc h 
as the Defense Department, to have unusually large amounts of wool? 
Whether they announce it or not, the impact will be there on a sus- 
picion or ‘“‘guesstimate’’ basis, will it not? 

Mr. Bisnop. Well, there is a technique that can be used to ad- 
vantage by the people who have had the experience over a period of 
years. That is what I say is available in the industry. 

There are many people who constitute this wool trade, and there 
will be some people who will be hesitant, and there will be other 
people who will have confidence, and that composite will provide, for 
the Government, the requirements as they develop. 

Mr. Bouuine. And, you feel, at a reasonable price? 

Mr. Bisuop. I feel that it can be gotten at a reasonable price; 
yes, sir. 

Mr. Bouirne. I am very much interested in that paragraph in 
which you point out that the world wool value has been inflated beyond 
economic justification. 

Mr. Bisxor. That is correct. Prior to Korea we in the industry 
feel that prices for wool had been in proper relationship with the 
other commodities—for example cotton and so on. From September 
on, we felt that wool had risen faster than the other commodities wit! 
which we usually compare wool. 

Wool is now coming down in price, and has been for the past - 
months, so that we are not in the very high position with ~ eae to 
these other commodities that we were just a few months ago. 
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Mr. Bourne. In other words, you are saying in effect that prices 
have been too high and they are coming down? 

Mr. BisHop. Correct. 

Mr. Botuina. And you think they may come down further? I am 
not asking you to make a professional guess. It may be an unfair 
question. You don’t need to answer if you don’t want to. 

Mr. Bisnor. Well, they are in the process of declining. 

Mr. Bouuine. Thank you. 

Mr. Brown. Mr. Buffett? 

Mr. Burrerr. Mr. Bishop, there are only two ways of accumulating 
stocks of wool; are there not? One is for the Government to make a 
public announcement, and that hikes prices; does it not? 

Mr. Brsnop. Well, I can say that nobody in the wool trade sends 
out a signal about whether he is going to move, or what he is going 
to do when he sets out to buy some wool. 

Mr. Burrerr. That is just the point I am making. In the trade, 
when you start to accumulate stocks, the secrecy with which you do 
it is the secret of holding the price down. 

Mr. Bisnor. That is correct. 

Mr. Burrerr. If the Government uses secrecy, then there is the 
opportunity for those close to the Government to profit very hand- 
somely by knowing governmental intentions, so the Government is 
in a box on this sort of a transaction, is it not? 

Mr. Bisnor. Well, I would like to feel that the Government could 
trust industry advisers. 

I have served as an industry adviser, and I know that I have pro- 
tected any confidence that was placed in me in working with the Gov- 
ernment. 

Mr. Burrerr. Certainly; I believe that if it is going to be done 
that industry could do it better that way. 

Mr. Bisuor. That is correct. 

Mr. Burrerr. Now you make the statement that section 103 would 
permit the Government to take over the buying and selling of all 
wool in the United States. 

[ am wondering if one of the OPS representatives in the room can 
tell us whether or not the OPS agrees with that contention? Is 
there any OPS representative in the room? 

Mr. Bouuine. Mr. Buffett, if you will yield, I should think you 
could inquire into that further. The gentleman has made the sug- 
gestion. ° 

Mr. Burrerr. Well, I will pass it for the time being. 

lam amazed that the industry provided all wool required for civilian 
and military usage, as you state on page 3, without dipping into this 
terrific stockpile. 

Mr. BisHop. Yes, sir; that is true. Notwithstanding the fact that 
there were submarines in practically all the oceans of the world and 
we had to reach out to South Africa, Australia, Argentina, Uraguay, 
Chile, the industry was still in a position to get it. We take our hats 
oif to the United States Navy for keeping the sea lanes open. 

Mr. Burrerr. With the competition of synthetic fibers, rayon, 
cotton, and other yarns and textiles, is there anyone who has more to 
lose from high prices and the substitution of other materials that 
follows high price, than the wool industry, itself? 
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Mr. Bisnopr. Well, I think the whole United States has something 
to lose, as well as the wool industry. ui 

We have not yet produced a fiber that has all the merits of wool, 
and we must realize that wool is the article that the United States 
Government looks to to clothe its soldiers. We should be very, very 
careful to protect the wool growing industry in the United States, for 
this reason. 

In the past, when industry representatives have come down here to 
comment on legislation—for example, the extension of the Reciprocal 
Trade Agreements Act—and pointed out the danger of interfering 
with our wool production in the United States, it has rather been 
inferred that we come down hiding behind the military. 

Mr. Burrert. My point is this, Mr. Bishop: That industry, from 
the grower on down through the retailer, is very seriously harmed if 
high and exorbitant prices develop? You have the most to lose. 

Mr. Bisuop. Yes; it is a serious consequence for us all in the wool 
industry. 

Mr. Burrert. That is all. 

Mr. Brown. Mr. Bishop, on behalf of the committee I thank you 
for your testimony. 

Mr. Bisuop. Mr. Chairman, I would like to thank you and the 
members of your committee for your kindness in having us appear 
this morning and testify. 

Mr. Finx. The next witness is Mr. Ben Robertson, Oklahoma 
Livestock Association. 

» Mr. Brown. Mr. Robertson, you may proceed. 


STATEMENT OF BEN ROBERTSON, EMPORIA, KANS. 


Mr. Rosertson. My name is Ben Robertson. My home is 
Emporia, Kans. I am a veteran of the Second World War, having 
served in the Counter Intelligence Corps of the War Department from 
January 1942 until May 1946. I have three children and they are 
under 5 years of age. 1, together with my brother, a combat veteran 
of World War II, am in the beef-producing business. 

I am here representing the following people: 

Approximately 850 citizens of central Kansas in the area commonly 
known as the Flint Hills compromising some 50 towns. Members 
of this group include little farmers, big farmers, little stockmen, big 
stockmen, packers, bankers, the Chamber of Commerce of Emporia, 
Kans., and other affiliated groups. 

I am also representing a coalition of the several Oklahoma Live- 
stock Associations, namely, the Oklahoma Livestock Association, the 
Osage County Livestock Association, the Blue Stem Cattlemen's 
Association, the Northwest Oklahoma Cattlemen’s Association and 
others. 

These two groups were formed for the purpose of coping with our 
current emergency in the producing end of the livestock business 10 
these two important livestock producing areas. 

I would like also to say that the American Legion has asked me to 
represent them in this position. I have here a letter from the director 
of the Economic Committee of the American Legion which authorizes 
me to do so. 
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Our position is this: I have been up here for several days endeavoring 
to have an opportunity to state our position and have been informed 
by Senator Monroney, of Oklahoma, and Senator Schoeppel, of Kansas, 
that the proper way to bring this to the attention of the House Bank- 
ing and Currency Committee was through this statement. I would 
like the opportunity to be heard verbally in addition to this. 

Our position is as follows: 

1. We, the producers, feel that an iron curtain has been drawn here 
in America between those of us in the producing phase of this business 
and the consumers. We feel that the mass of misinformation and 
verbiage disseminated by various groups between these two producing 
and consuming groups has greatly distorted our position. 

2. We would like to bring to your attention the fact that the vet- 
erans of this country, and especially those of World War II who have 
just recently gotten out of the service and are endeavoring to set them- 
selves up as proponents of free enterprise and individual businessmen, 
and the little producers who due to their rather marginal situation 
have low financial reserves, are vitally and destructively affected by 
this OPS order concerning the roll-back. I have specific examples 
from these people which I will be glad to present to you or the com- 
mittee. 

3. To show the utter unworkability of this order and the frustration 
which the producer faces in this matter, I would like to cite the follow- 
ing situation: 

Under the OPS order, we have been given to understand that the 
wide spread which exists between the price of good grade animals and 
commercial and utility animals is to encourage the feeder to place 
these cattle in the dry lot to add to the production of beef. I would 
like to state that in so doing their purpose was, as we understand it, to 
make these cattle undesirable to sell from a slaughter angle due to their 
higher relative value as feeders. 

Paradoxically, in creating this situation, it also creates a situation 
as follows: The great majority of range cattle of this country if sold 
to the slaughterer would. grade commercial and utility There are 
certain groups of these cattle not suitable for feeding which must be 
sold as commercial and utility cattle. 

{am a feeder and thus appreciate the grassman’s position. To me, 
the fact that if these grass cattle not suitable for feeding are sold at 
current levels set by OPS and thus discriminated against, and there 
are, | might add, many cattle from the South and Southwest and most 
of the range country, in general, for that matter, in these classifications. 

Therefore, you come to this situation. If you should raise the cattle 
not suitable for feeding to a suitable level, you automatically raise the 
price of feeder cattle, theoretically, to where it is not desirable for a 
_ feeder to purchase them. ‘This, as with many other phases of this 
_ order, is just not workable. 

4. We are faced with a rising population. We are faced with a 
current emergency. Production is of the essence. The greatest 
potentiality, should I say the greatest new frontier for production, is 
in conversion of the eroded lands of these United States to the produc- 

_ tion of livestock. 
Currently, these lands are either lying idle or if they are cropped for 
_ Several more years will be lying idle due to their marginal features, so 
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the issuance of this order strikes directly at the small individual who 
would take advantage of this situation to add to his productive ca- 
pacity and immediately affects our production and the long-range 
welfare of this country. 

Incidentally, I was on my way to Alabama and Mississippi on the 
date that this order was issued with the purpose of establishing there 
on some of their unused lands by turning them to grass, a winter 
proposition which in my own immediate operation would add immeas- 
urably both from the angle of economic stability and the actual 
production of beef to my personal situation. I would be glad to 
amplify on these conditions should it be necessary. 

Incidentally, I talked this morning with Dr. Bennett, who is head 
of the Soil Conservation Corps and he gave me these figures. He 
said today in the United States there are 43,400,000 acres now un- 
suited for cultivation, which are suited for grass; and grass can only 
be used by livestock. That is all it is good for. 

I have a map here which shows these areas and I will be glad to 
explain that, if you so desire. 

5. I would like to state that I, as a producer, and, incidentally, | 
believe that I am a qualified investigator due to my service with the 
Army over a period of several years, have diligently and thoroughly 
investigated the situation of the legitimate packing interests both 
little and big and this is my conclusion. 

I find that if this order were administered and the cattle were 
available, they would make a very fair profit, perhaps, if ample 
cattle were available, even a very large profit. But, it is my opinion 
due to the many unworkable ramifications of this order that these 
cattle will not go to the legitimate processors but will be hung on 
many trees and in many lockers in this country, thus taking out of 
the normal chain of supply those cattle which would go to these 
processors. 

I agree with the premise already stated by several individuals that 
there are not sufficient qualified investigators or just plain investi- 
gators for that matter in this country to control the situation. 

6. I would like to state that these groups I am representing are 
interested solely in nonpartisan and nonspecial interests in this matter, 
that we realize that we as producers cannot sell our commodity unless 
we have people in a position to buy it. If there are inequities in this 
proposition, we ask you, the members of the House Banking and Cu 
rency Committee who I believe are in a critical spot in this situation, 
to listen to all of the pleas, not only for the producing but also from the 
consuming side, and arrive at such a position as you should deem 
equitable and workable. 

7. Finally, I want to specifically state that it is our opinion that 
these controls will not work. 

Mr. Brown. Mr. Betts, do you desire to interrogate the witness: 

Mr. Berrts. I have no questions. 

Mr. Brown. Mr. Patman. 

Mr. Patman. I have no questions. 

Mr. Brown. Mr. Buffett. 

Mr. Burrert. I would like to ask you a question or two, Mr. Ro- 
ertson. 

I had a letter a couple of days ago from a feeder, not in my district, 
but in Nebraska. He said he bought a string of cattle in February— 
he is just a young man—and he paid $35 a hundredweight for them, 
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and under this order as it is now written he is going to take a very sub- 
stantial loss. 

He writes in his letter: 

The first black marketeer that comes along that gives me a chance to get out 
will get my cattle. 

If he had asked me what he should do, I wouldn’t know how to 
answer him, if that order is going to put him out of business. He had 
no knowledgeit was coming out at the time he bought the cattle. 

In other words, he took all the risk, of the cattle feeding business, 
and now, by a political decision against which he had no warning, 
he is to be put out of business. Is that liable to happen in your area? 
' Mr. Rozertson. I think it is liable to happen in a lot of areas and 
' | would like to point out one pertinent point in that situation. How 
' do we know that these people are or are not legitimate purchasers. 
' How can the little fellow, 40 or 50 or 75 head of cattle, know whether 
- the man is a legitimate operator or a black market operator? 

' Mr. Burrert. I see, a man can come up to his farm with three 
' trucks, and say, ‘I’m from Armour & Co.,’’ and give him the money 
» and take his cattle. 

_ Mr. Ropertson. Well he doesn’t even have to do that. If I were 
_ a black market operator, which I am not going to be, I will guarantee, 
he could go to Joe Jones, and say, “I’m a feeder.” That is all I would 

have to do. I could operate under the guise of a feeder and say I 

_ have a legitimate outlet. Anybody can buy these cattle. 
The point I am trying to make is that we have these central livestock 
markets, and these auction sales, where a tremendous number of 
' cattle move. 
| Mr. Burrerr. Then even if you had investigators you would have 
_ to have investigators to follow every steer in the country? 
Mr. Ropertson. Yes, sir. 
Mr. Burrerr. And then if your investigators were like the police 
have proven to be in some eastern cities, you would have to have 
' another investigator to follow the first. 
_ Mr. Ropgrtson. I don’t think you would even have to go to the 
second point. You can’t get enough investigators in the first place. 
_Iam assuming that every one is perfectly honest, and able, and ca- 
_pable, and this thing just won’t work. 
_Mr. Burrerr. I regret, Mr. Robertson, that we don’t have enough 
time to explore this thoroughly because there are so many angles. 
_ lam in the livestock feeding business in a small way and yet I must 


confess I have no understanding of the cattle feeding operation, 
in Kansas. 




































Mr. Rozertson. This point that you brought out a while ago, 

which is the primary reason I am up here and asked to appear before 
You people, is this: With this order written the way it is—and I am 
hot either for or against price controls, I don’t know whether they 
can work or not, I don’t think they can, based on this thing—but how 
other is the little man going to stay in business? He just can’t do it. 

eis out. He is through. 

Mr. Burrerr. That xappened in the last war. The big national 
grocery chains took over cattle feeding pretty much in my district. 

Mr. Rosertson. I was absent during that time; so I can’t say, 
but I have an example here of a man in Kansas who bought 75 head 
ofcattle. He kept waiting and waiting to find out what the Govern- 
83473—51—pt. 2 33 
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ment was going to do, and finally he found he had to have his cattle 
to eat up his grass. He is a veteran, and in the normal course of 
operations here it shows 75 cattle. He will lose at the end of the 
grass season, under this order, $2,979.25; and I might add that is just 
based on his May 20 roll-back. That doesn’t even include the August 
roll-back. 

If he puts the cattle on the feed lot, he will lose another $1,268, 
and I just happen to know those boys don’t have the cash to go back 
in business again. They are just out. Those are our veterans, 
That is the reason I am vitally interested in this thing, because | am 
practically in the same position myself. 

Mr. Burrer?. I am glad you are here. 

Mr. Brown. Mr. Bolling. 

Mr. Bouurna. I would like to congratulate Mr. Robertson on a 
very excellent presentation of his point of view. I am particularly 
impressed by the fact that in the next to the last sentencé he, and so 
far as I remember only he, recognizes that maybe we have a prob- 
lem too. 

Mr. Rosertson. We certainly do appreciate that. In fact, we 
have come to you people because, after looking the situation over and 
seeing how Mr. DiSalle treated his advisory board and wouldn't 
even ask them what the score was, we just didn’t know where else 
to go, to be honest with you. 

Mr. Bouuina. In paragraph 5, on page 3, you say, in the second 
sentence, after looking into it, and so forth, that you feel, if the order 
were administered so that cattle were available, the packers would 
make a profit, and you go on to say that there are many unworkable 
ramifications. Would you mind enlarging on that? 

Mr. Rozertson. I willbe happy to. For example, in our country- 
I am speaking of the range country now, in Oklahoma and 
Kansas—we produce a lot of cattle which are sort of cross-bred inferior 
cattle and are just put on grass. But they produce the type of beef 
that gets to be pretty decent edible beef, and it will grade in this 
Commercial bracket, which is right next to the Federal bracket, so that 
if you kill those cattle and put them over the counter I couldn’t tell 
the difference between the two. 

The way this thing is set out—I don’t know who did it or how it 
came about—in this OPS order, they have a $4.20 spread between 
those Good and Commercial cattle, and they have got an additional 
$5 spread between Utility and Commercial, and it just looks to me as 
though, on this slaughter-quota deal, it discriminates against those 
cattle. And it is going to be awfully hard to control. 

Does that clarify that? 

Mr. Botune. In other words, the grades don’t really mean a lot 
because they shade into each other? 

Mr. Ropertson. Well, I am a livestock broker in addition to that, 
and the reason I happen to know about these details is we trade all the 
time. We are not speculators; we are brokers. We have a lot 0! 
people we supply with these cattle. And we trade on what we call 
25-cent margin. I would be happy to handle cattle on a 25-cenl 
margin if I could sell 10,000 cattle at 25 cents a hundred. It would be 
a lot better than selling 5,000 cattle on that basis; but, if you can't ge! 
them, what good does it do you? 
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Mr. Bouuine. That is all, Mr. Chairman. 

Mr. Brown. Thank you, Mr. Robertson. 

Call the next witness, Mr. Clerk. 

Mr. HaLtuAHAN. The next witness is Mr. William F. Brooks, 
executive secretary of the National Grain Trade Council. 

Mr. Brown. Come around, Mr. Brooks. 

You may proceed in your own way. 


STATEMENT OF WILLIAM F. BROOKS, EXECUTIVE SECRETARY, 
NATIONAL GRAIN TRADE COUNCIL 


Mr. Brooxs. Mr. Chairman and members of the committee, my 
name is William F. Brooks. 1 am the executive secretary of the 
National Grain Trade Council, which is a trade association with 
offices in Washington, and for the record I will submit a list of our 
members. 


Mr. Brown. Without objection, it may be inserted. 
(The list of members is as follows:) 


MemBersuiP List oF THE NATIONAL GRAIN TRADE COUNCIL 


American Feed Manufacturers Association, Inc., Chicago, II. 
American Seed Trade Association, Chicago, Il. 

Barley and Malt Institute, Chicago, Il. 

Federation of Cash Grain Commission Merchants Associations, Duluth, Minn. 
Grain and Feed Dealers National Association, St. Louis, Mo. 
North American Export Grain Association, New York, N. Y. 
Terminal Grain Elevator Merchants’ Association, Milwaukee, Wis. 
Buffalo Corn Exchange, New York 

Chicago Board of Trade, Illinois 

Cincinnati Board of Trade, Ohio 

Denver Grain Exchange Association, Colorado 

Duluth Board of Trade, Minnesota 

Enid Board of Trade, Oklahoma 

Fort Worth Grain and Cotton Exchange, Texas 

Indianapolis Board of Trade, Indiana 

Los Angeles Grain Exchange, California 

Merchants’ Exchange of St. Louis, Missouri 

Milwaukee Grain Exchange, Wisconsin 

Minneapolis Grain Exchange, Minnesota 

New York Produce Exchange, New York 

Ogden Grain Exchange, Utah 

Omaha Grain Exchange, Nebraska 

Peoria Board of Trade, Illinois 

Philadelphia Commercial Exchange, Pennsylvania 

Portland Grain Exchange, Oregon 

St. Joseph Grain Exchange, Missouri 

Salina Board of Trade, Kansas 

San Francisco Grain Exchange, California 

Seattle Grain Exchange, Washington 

Sioux City Grain Exchange, Iowa 

loledo Board of Trade, Ohio 

Wichita Board of Trade, Kansas 


Mr. Brooks. I have a statement, and with your permission I will 
go ahead and read it. 
_We appreciate the opportunity to appear before the committee and 
sive you our views on the extension of the Defense Production Act. 
The members of the National Grain Trade Council appreciate this 
*pportunity to present our views on proposals to amend and extend 
the provisions of the Defense Production Act of 1950. 
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Seven Nation-wide grain, feed, and seed associations and nearly 
all the organized grain exchanges are members of the National Grain 
Trade Council. 

These include most of the federally designated contract markets 
where, under the supervision of the Government, contracts for the 
future sale or purchase of grain are or may be traded. Our member- 
ship directly or indirectly, through our member exchanges ani 
national associations, is drawn from every State of the Union. In 
it are reflected small-business firms and large-business firms; smal] 
companies and large companies; and every segment of the grain 
handling, storing, processing, and distributing trades—country ware- 
houses and country grain buyers, terminal warehousemen, terminal 
merchandisers, terminal commission men, speculators, processors of 
grain, distributors of processed grain, and exporters. 

All these people perform important functions in the marketing of 
the Nation’s grain crops under a highly competitive, low-cost market- 
ing system that has as its cornerstone free, open, competitive markets. 

In the period ahead, the Nation’s goal should be production on a 
scale ever increasing in efficiency. We must reach this goal with 
measures and programs that permit growth within an adaptable econ- 
omy. In reaching this goal we must preserve a potential for new and 
different types of production as conditions change and new circum- 
stances develop. In this period, we must avoid measures that may 
engender disrespect for law and authority; we must avoid steps that 
may make us indifferent toward our basic freedoms; we must avoid 
programs that will reward the inefficient, and we must avoid Govern- 
ment actions that may stifle initiative and that are in themselves of 
an inflationary nature. 

We believe the development of free, open, competitive markets to 
be the forerunner of the establishment of all our democratic freedoms— 
freedom of worship, freedom of speech and of the press, and freedom of 
action. Our views are based on the conviction that interference with 
the operation of free, competitive markets may inevitably lead to 
interference with the exercise of all our other democratic freedoms. 
We are convinced that, unless some demonstrated compelling public 
interest requires interference with these freedoms, proposals to permit 
Government interference with the exercise of those freedoms should be 
rejected. 

We do not believe that this has been done. We believe that, under 
our system of government, sponsors of legislation which, if enacted, 
may or will cripple or disturb effective and established methods of 
production, distribution, and growth have a burden of proving that 
the legislation should be adopted. This is more than the burden of 
going forward and attempting, by broad generalities, to establish 1 
case for controls. On the present state of the record, we feel justified 
in assuming that no case has been made for the continuance of con- 
trols and none for the requested additional grants of authority. 
Under the circumstances, however, we feel compelled to record ow 
views that the Congress may have information on which to act. 

We first will discuss the proposal that the Commodity Exchange 
Act be amended to grant the President authority to govern the margin 
requirements for the speculative purchase or sale of commodities for 
future delivery. 

We wish to record our objection to this proposed grant of authority. 
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We wish to point out that, in his statement presented to Congress 
on May 10 of this year, Mr. Martin, the Chairman of the Federal 
Reserve Board of Governors, did not attempt to justify this grant of 
authority. On it, his statement is silent. In the memorandum 
submitted to Congress by Mr. DiSalle on the extension and amendment 
to the Defense Production Act of 1950, no suggestion is made that 
this authority be granted. Perhaps the Office of Price Stabilization 
believes that no case can be made for the request. Only Mr. Wilson 
and Mr. Brannan spoke in favor of it. Mr. Brannan’s remarks we 
will discuss and, in so doing, we will treat Mr. Wilson’s, for he observed 
that the proposal was one which Mr. Brannan, and not he, was com- 
petent to discuss. 

No compelling public interest existed during World War II to 
require the Government to attempt to govern the margin require- 
ments necessary to contract, as a speculator, for the purchase or sale 
of commodities for future delivery. It was not until April 1946 that 
the OPA attempted to exercise such authority. At that time, this 
agency decreed that margins on new speculative trades in cotton 
futures should be $50 a bale on transactions based on a price above 
28 cents a pound. If news stories describing the promulgation of this 
order are accurate, the then Secretary of Agriculture signed the order 
after he had been “‘ordered by Economic Stabilizer Bowles to sign it.”’ 
Mr Bowles at that time stated as the reason for the order ‘the pre- 
vention of further speculative rises in cotton.’’ Whey he then had to 
order the Secretary of Agriculture to sign is conjectural. The order 
to sign may have been required because the then Secretary of Agri- 
culture believed then, as we do now, that it is not necessary but 
rather harmful and dangerous for the Government, through the exer- 
cise of control over margins in speculative contracts for future deliv- 
ery, to interfere with the mechanism of free, open, competitive mar- 
kets — that attempts to control prices through this interference will 
not work. 

It is significant that shortly thereafter, and before the decree became 
effective, Congress repealed the law under which the decree issued. 

This decision of Congress to remove control over margins from the 
control sphere of the Government was undoubtedly a decision based 
on full consideration of the merits of the question whether the Gov- 
ernment should have authority to set margins on future transactions 
in commodities. Whatever the congressional reason then, it is obvi- 
ous that in view of subsequent legislative events Congress has been 


_ consistely convinced thereafter that there was little or no merit in the 
_ Tequest that the Government should have this authority. In view of 


these legislative events, it is unfortunate that the present Secretary 
of Agriculture should at this late date and in conenction with this bill 
be stating that he has “yet to hear any plausible reason for exempting 
the commodity futures markets’ from Government control over 
margins. It may be he is not familiar with legislative events. It 
ice be that he feels Congress reaches implausible conclusions. We 
ao not. 

_In 1947, the Joint Committee on the Economic Report held exten- 
‘ive hearings throughout the country and in Washington. During 
these hearings people connected with all segments of those industries 
that make use of futures markets testified on the operation of those 


- markets. They explained the operation of those markets, the func- 
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tion of the speculator; the contribution he makes to a market’s liqui- 
dity; the use of markets, in view of their liquidity, by producers, 
handlers, processors, exporters, and others, in buying, storing, pro- 
cessing, and exporting, to insure inventories; and how, in view of 
these uses, sellers of the Nation’s grains are not left to the mercy of 
a few or a single buyer; and buyers of the Nation’s grain, as it moves 
from production into consumption, are not left to the mercy of a few 
or a single seller. 

The same applies to other commodities which are traded on futures 
exchanges. 

All opposed the suggestion that the Government should be granted 
the authority to set margins on speculative transactions. At that 
time, as now, the proponents of the suggestion stated that this author- 
ity was needed to prevent excessive speculation by small nonprofes- 
sional traders. They agreed then, and they agree now, that futures 
markets, including speculation, perform an economic function in 
moving crops, for, by them, hedging is possible. They agreed then, 
and seem to agree now, that speculation is a stabilizing force and that 
its presence in open regulated market places “focuses all of the forces 
that affect price in one place where everybody can see it.” 

As a result of these hearings, the Joint Committee on the Economic 
Report recommended that appropriate committees of Congress study 
measures to regulate ‘‘improper or excessive speculative trading” 
with “‘due recognition of the responsibility of maintaining an adequate 
hedging market.”’ In its interim report, pursuant to Public Law 304, 
Seventy-ninth Congress—Senate Report No. 809, Eightieth Congress, 
first session—the committee stated: 


Experienced and responsible witnesses, including representatives of the adminis- 
tration, the grain trade, and the milling industry, agree on the importance of 
maintaining efficiently functioning hedging markets, and on the fact that com- 


modity speculators as a body perform a useful economic service in this connection. 





Responsible committees of Congress did thereafter study the 
measure as recommended by the joint committee in December 1947. 

In February 1948, the Senate Committee on Agriculture held hear- 
ings on a bill which, if enacted, would have granted the Government 
substantially similar authority as the proposal now being considered 
by you. Hearings on this bill, S. 1881, Eightieth Congress, Second 
session, extended over 4 days with a number of witnesses from the 
administration, the farm groups, and industries interested in futures 
trading, appearing before the committee. This Senate committee, 
after hearings and study of the testimony produced at them, took no 
action. 

In the Eighty-first Congress, companion bills, H. R. 4685, and 5. 
1751, embodying the same proposal, were referred to appropriate 
committees. 

Neither bill was reported. 

A subcommittee of the House Committee on Agriculture in 14! 
was named to study H. R. 4685 and conducted an investigation ito 
the operation of commodity exchanges. Thereafter this subcommitte 
recommended that no new and additional regulation of commodity 
exchanges appeared necessary. 

Commodity exchanges are no more than open markets where coll 
modities are sold for immediate delivery. There, prices are reflected. 
There, buyers and sellers meet to dispose of commodities. If a give! 
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commodity exchange is designated a contract market by the Com- 
modity Exchange Authority, people may buy or sell, on that exchange, 
contracts for the future delivery of commodities. It is in the purchase 
and sale of these contracts for future delivery that speculators partici- 
pate. It is by the use of these contracts that the risk inherent in the 
production, distribution, consumption, and ownership of commodities 
may be insured or hedged. For every sale of a future contract, there 
must be a buyer; for every buyer, a seller. To assure immediate 
coverage—complete insurance—ideally there should be many buyers 
and many sellers, and insurance obtained with a minimum disturbance 
of prevailing prices. 

Each buyer and each seller of futures contracts must deposit with 
the commission house handling his trade a margin to assure perform- 
ance by him of his contract to buy or sell, as the case may be. The 
minimum amount of margin required is initially set by the directors 
of the exchange on which the contract to buy or sell in the future is 
made. Depending on the individual trader or company, the com- 
mission may, and frequently does, require additional security from 
its customers. It is the amount of margin required that the proposed 
bill would, if enacted, permit the Government to set. 

We are opposed to this grant of authority because we are convinced 
that this method of attempting to control prices will not work. In 
this connection we are apparently joined by the proponents of the 
measure for in testifying before the House Committee on Banking 
and Currency, representatives of the Department of Agriculture, on 
May 14, 1951, stated that speculative transactions have little affect 
on the price of commodities to consumers. 

I might add that Mr. Brannan also said that at the present time 
he knew of no instances where the authority might need to be used. 

In that connection, I would like to digress from my prepared 
statement. 

Mr. Brown. Before you do that, I take the position that the 
Secretary of Agriculture would find it rather difficult to differentiate 
between legitimate hedging and other types of speculation. I would 
like to have your comment on that. 

Mr. Brooks. I feel the same way. Later on, I comment on the 
fact, without stating it directly, of who is going to make this deter- 
mination of what is an excessive amount of speculation, what is an 
extreme price fluctuation. 

The Secretary answered your inquiry, sir, as I recall the recosd, 
by saying they rely on commission houses to report to them on whom 
they consider as speculators as against hedgers. 

Mr. Brown. I still can’t understand how he is going to make the 
determination between legitimate hedging and speculation. 

Mr. Brooks. I would answer you by saying that I don’t know how 
he can either. 

Mr. Brown. You may proceed. 

Mr. Brooxs. During the course ‘of prior testimony before the 
‘committee an attempt has been made to compare the margin required 
‘o enter into a contract for the future sale or purchase of a commodity, 
with the down payment required to obtain title to stock or goods or 
chattels, or real estate. 

Contrary to Mr, Brannan’s views, there is no analogy between the 
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On this, we would like to quote Mr. Mehl, the Administrator of the 
Commodity Exchange Act. 

Mr. Mehl, in November of 1947, in testifying before the Joint 
Committee on the Economic Report, stated: 

Margin rates on securities, however, are not believed to be an appropriate guide 
to margin rates on commodity futures. There are important differences between 
the techniques of trading on the two types of markets. 

In contrast to stock-market transactions, where immediate delivery is made of 
the stock, futures contracts remain open until delivery is made in the maturity 
month or until an offsetting contract is entered into. Brokers’ loans and bank 
credit are not ordinarily involved in commodity futures transactions. 

In speculative securities transactions, actual title in the number of 
securities traded passes from the seller to the buyer. The speculator 
deposits his own money in the amount required by the Federal Reserve 
Board to obtain title to the securities, and the broker then loans the 
balance, either from his own funds or from a lending bank to complete 
payment for the transactions. 

In speculative security transactions, it must be kept in mind that 
actual title to securities, evidencing the acquisition or disposal of 
equity, in a corporate entity, passes from a seller to a buyer. 

So, too, as to transactions involving goods and chattels, or real 
estate. There purchasers obtain a title by making a down payment 
and arrange to pay the balance, either with the seller, or through a 
bank, on terms satisfactory to the buyer, the seller, and the bank. 

The buyer receives a title to something tangible, something he can 
use, something he can deal with, subject of course to the rights of the 
lender, the seller, or the bank, as those rights may be defined in a chattel 
mortgage or a mortgage deed. 

In transactions covering agreements to buy or sell commodities for 
future delivery or receipt, no title passes to the buyer, and no title 
passes from the seller. 

Each party to such a contract, entered into on a commodity ex- 
change, is required by the rules of those exchanges, to deposit with his 
broker an amount of earnest money to assure compliance with the 
contract, when, in the future, it matures, or until an offsetting contrac! 
is entered into. 

Only if the contract is completed by delivery, when it matures, does 
the title pass, and then, contrary to the practice in transactions 
involving securities, or goods and chattels, or real estate, full payment 
must be made. 

The function performed by commodity exchanges is to register the 
forces of supply and demand by open public trading, In doing this 
through the medium of future transactions, producers, processor, 
exporters, and others, are offered an opportunity to obtain price 
insurance that today, they may agree to the delivery in the future of 
something they may not now own, or that today, they may agree \ 
take delivery in the future, of goods they may now anticipate they 
will need, or that today, they may obtain a price certain for commotl- 
ties they are buying, or have ‘bought, or intend to carry awaiting 
sales for use for processing. 

On the exchange a steady flow of commodities moves from p!- 
duction into consumption. We have described this system in ov! 
statement as a highly competitive, low-cost marketing system. 

Under it according to the Department of Agriculture, informatie! 
Bulletin No. 4, published by the Department of Agriculture, the 
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assembly cost of grain as it moves into consumption is 1.7 cents of the 
consumer’s dollar. And in Technical Bulletin No. 934, of the same 
Department, there is stated, at page 19, on the effects of futures 
trading, the following: 

Most evidence leads to the conclusion that futures trading results in narrower 
margins for handling grain than would otherwise prevail. Without the ability 
to hedge, traders would have to operate on margins which not only cover storage 
and handling charges but which also include some coverage for risks in price 
changes. These occasionally run to 30 cents or more per bushel in a season. 

Now, some comment has been made here on the effect of volume of 
speculative trade on prices, and the impression has been left that the 
volume of speculative trade causes high prices. 

We maintain the price is determined by the supply and demand, the 
outlook, and other factors that go into the production, the existence, 
and consumption of a given crop. Speculation, we say, makes hedg- 
ing orofitable and permits the operation of this low-cost efficient 
marketing system. And speculation is not a basic factor in determin- 
ing the general level of prices in the long run. 

On that Mr. Mehl and the other people in the Department in these 
various pamphlets seem to agree. 

Further, it is doubtful if it is an appreciable factor even in the short 
run. 

Last summer it was alleged that because of the increased volume in 
speculative trading, prices increased. At that time, the Department 
of Agriculture released a table showing, for the period June 26 through 
July 24, the alleged percentage increase in volume of speculative 
trading in futures over the period, May 29 through June 24, and show- 


ing further, price increases as of July 28 compared to June 24. The 
table follows: 
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Volume of Volume of; pp... ; 

trade in- trade in- | ieee ie 
crease crease | ; 





Percent Percent 
Mp aes SLE est oe 128.0 4 
Lard. 98. 2 41. 
Wheat 78. 6 }. Cottonseed oil 
44.1 15. Cotton 

















An examination of this table discloses a lack of relationship between 
the increase in the volume of speculative trading and any increases 
in prices. The largest increase in the volume of trading was in eggs; 
128 percent. Eggs increased in price only 5.4 percent. Volume of 
trading in wheat increased 78.6 percent. The price of wheat increased 
but 6.6 percent. The volume of trade in cotton increased but 9.3 
percent, but the price of cotton increased 19.1 percent. 

‘he experience of late 1947, as to grain prices, indicates that in 
commodity markets where the volume of speculative trading has 
been limited, prices react in response to supply and demand factors. 
In October 1947, as requested by the President, a 3314 percent margin 
was set by the exchanges for speculative transactions. At that time, 
May (1948) wheat at Kansas City was selling at $2.64%. The high 
margin requirements did reduce the volume of trading. But the price 
of May wheat continued upward reaching nearly $3. During this 
period the markets lost much if not all their liquidity and such trades 
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as were available to hedgers, processors, or exporters, or country and 
terminal handlers, caused rather wide changes in prices, about as wide 
as the violent fluctuations you have heard about. 

We believe that this grant of authority to set margins should not 
be granted. We are convinced that by controlling margins, you 
cannot control prices. And we fear that if this authority is granted, 
its exercise may mean that no longer will consumers and producers 
benefit from a low cost efficient marketing system for the Nation’s 
grain. 

We are opposed to the grant of the broad subsidy authority con- 
tained in the proposal you are considering. Subsidies on any broad 
scale reward the inefficient and punish the efficient. They are waste- 
ful. And the administration of any broad subsidy program carries a 
tremendous potential for administrative abuse. 

We would favor the elimination of wage- and price-control authority 
from the Defense Production Act. We fear that if on any scale, this 
authority continues, its exercise will lead to disrespect for law and 
authority; will in itself be inflationary; will stifle initiative; will reduce 
our efficiency as a Nation and as individuals, and will not lead to in- 
creased production on a scale ever increasing in efficiency and growth 
within an adaptable economy. 

We oppose this grant of authority because an attempt, by the Goy- 
ernment, to exercise control over margins may well cause a breakdown 
in the entire marketing structure, leaving state trading as the only 
alternative. Raising margins will not keep prices from going up. It 
seems to be admitted that commodities that have no futures market 
are usually more erratic in price than those that have. By raising 
margins, you can reduce and eliminate volume of trading. But you 
cannot control prices. 

And you might wreck the market structure. 

We oppose this grant of authority because we feel that no public 
official is so omniscient as to determine when ‘speculative trading” 
may cause “sudden or unreasonable fluctuations or unwarranted 
changes in the price of any commodity.’”’ What is a sudden fluctu- 
ation in price? What makes a price fluctuation unreasonable? And 
when does a price change become unwarranted? And if, as stated b) 
representatives of the Department of Agriculture, speculative trans- 
actions have little effect on the price of commodities to consumers, 
how can the control of margins on speculative transactions affect the 
cost of living? 

The Federal Government, under the Commodity Exchange Act, 
has for some time regulated and supervised the activities on and of 
designated contract markets, of their governing bodies, of their mem- 
bers. Through the Administrator, located in the Department of 
Agriculture, and five field offices, all trading on these markets is under 
constant surveillance. That your record may contain a brief sum- 
mary of the activities of this agency, we submit a statement appearing 
at page 571 of volume 2 of the Report of Hearings before the Sub- 
committee of the Committee on Appropriations of the House on the 
Department of Agriculture Appropriation Bill for 1950, as follows: 

The Commodity Exchange Authority has the responsibility for the administra- 
tion of the Commodity Exchange Act. The objectives of the act are to prevel! 


price manipulation and corners; prevent dissemination of false and misleading 
crop and market information to influence prices; protect hedgers and other use? 
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of the commodity futures markets against cheating, fraud, and manipulative 
practices; insure the benefits of membership privileges on contract markets to 
cooperative associations of producers; insure trust-fund treatment of margin 
moneys and equities of hedgers and other traders and prevent the misuse of 
such funds by brokers; and provide information to the public regarding trading 
operations on contract markets. 

The work of the Authority is carried out through four divisions in the Washing- 
ton office and five field offices in cities where major commodity exchanges are 
located. These divisions are (a) the Compliance and Trade Practice Division; 
(b) the License and Rules Division; (c) the Segregated Funds Divisions;. and (d) 
the Trading and Reports Division. The field offices are located in Chicago, 
Kansas City, Minneapolis, New Orleans, and New York. 

The major functions carried out in the administration of the Commodity 
Exchange Act are as follows: 

(1) Market designation and broker registration. The designation of commodity 
exchanges as contract markets pursuant to application and upon a showing that 
applicant exchange complies with statutory prerequisites; the continuous review 
of contract market rules and regulations, the annual registration of brokerage 
firms as futures commission merchants, and individuals as floor brokers. 

(2) Supervision of futures trading: The compilation and analysis of trade 
reports relating to transactions in all regulated commodities on all contract 
markets, the establishmnnt and enforcement of speculative trading limits, review 
of market news, analysis of cash commodity transactions, observance of floor 
trading, and publication of market information. 

(3) Prevention of misuse of customers’ funds: The audit and examination of the 
books and records of all registered futures commission merchants and analysis 
of their annual financial statements. 

(4) Investigation and control of trade practices: The investigation of complaints 
and alleged and apparent violations, conduct of special trade practice audits 
and surveys, investigation of delivery practices, and preparation and presentation 
of evidence of violations in administrative hearings and court cases. 


I might interpolate right here, that on two or three occasions, the 
Secretary of 1 Leaps least Mr. Anderson, while he was Secre- 
tary, and I believe on at least one occasion, since Mr. Brannan has 
been Secretary—has acknowledged that during the war, when there 
was no margin control authority vested in the Government, the grain 
exchanges cooperated very well with any requests the Department of 
ae made of them, with reference to margins or anything 
else. 

The margin proposal you are now studying will, if adopted, result 
in permanent changes in the basic laws governing commodity ex- 
changes. For this reason and others, Congress last year again refused 
to accept the proposal. Unless one wishes to admit that crises are to 
be the continuing order of the day, the present crisis is not an appro- 
priate occasion to adopt permanent rules. This is particularly true 
if the rule suggested cannot bring the desired result and will bring, on 
the basis of experience, violent price fluctuations and the impairment 
and probably the breakdown, of marketing efficiency. We believe 
that the proposal, if adopted, will in itself be inflationary. We 
believe, therefore, that this Congress, as the Congress last year, the 
Congress in 1949, in 1948 and in 1947, should reject the proposal. 

We now wish to discuss the proposal that the Government be 
granted broad authority to pay subsidies. 

_ To date, the various control agencies have attempted to create the 
impression that although their many orders and regulations may mean 
temporary hardships now, those hardships will be of short duration. 
They state that efficient producers and processors, manufacturers and 
distributors can operate within the orders and regulations, and that 
ouly the inefficient will be harmed. From this proposition, they seem 
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to conclude that the inefficient will become efficient or go out of busi- 
ness. None of the orders or regulations seems to be predicated on 
assuring survival to the inefficient. Rather they are based on the 
assumption and expectation that to the extent of one’s inefficiency, 
one may survive only if he overcomes that inefficiency. 

This impression is basically contrary to the subsidy proposals you 
are now considering. Under them, subsidies might be paid on an 
industry-wide basis or on a selective basis. In any event, if subsidies 
are available under this broad grant, no incentive will remain to 
reward the efficient and compel efficiency from the inefficient. The 
proposal is on a much greater scale than has been represented as now 
necessary by its sponsors. As to critical and strategic materials, for 
which the need of a subsidy might be demonstrated and spelled out, 
we might have no quarrel. In this category might be found ores 
and minerals. Even as to them, we would urge that Congress limit 
and define as narrowly as possible the field, the commodities, and the 
processes in which subsidies might be paid. We oppose any grant 
of discretionary subsidy authority which will permit of administra- 
tive abuses. And any broad unlimited grant of subsidy authority 
carries a real potential for such abuses. We oppose the proposed 
grant of authority. We oppose any grant of subsidy authority, 
unless it can be demonstrated with precision where subsidies are 
needed and the extent of this need that Congress in turn may legislate 
precisely where they may be used. 

The need for this sort of demonstration and for such precise legal 
authority is demonstrated by the experiences with subsidies during 
World War II. At that time subsidy authority was granted but no 
funds were, at the outset, specifically appropriated or authorized for 
subsidy payments. Rather, the funds of Commodity Credit Cor- 
poration and the Reconstruction Finance Corporation were used for 
a multitude of subsidy programs. Most of them extended beyond the 
administrative policy that was supposed to limit subsidy operation. 

In July 1942, within OPA, it was recommended that as to processed 
foods, subsidies be used only if three criteria were met as follows: 
(1) The commodity is a significant item in the cost of living; (2) the 
food is a reasonably economical source of nutritive value; (3) the food 
performs an essential dietary function. 

It would seem appropriate to ask what processed food items have 
been described as requiring the use of subsidies under the above 
criteria. And it is most appropriate to ask what criteria would be 
used if unlimited authority were granted. Under any subsidy pro- 
gram the danger of waste is always present. And all subsidy pro- 
grams are in themselves so highly inflationary that the incidental 
benefits that may result are overcome by the real harm that is certain 
to accompany them. 

Government subsidies in our opinion are wasteful and do not 
encourage efficiency. In themselves, they are highly inflationary and 
tend to stifle initiative. Unless they are to be used within well- 
defined, precise, and narrow limits, administrative abuses in their 
applications are probable. 

Thus far, in public hearings before appropriate congressional com- 
mittees, no affirmative showing has yet been made, to our knowledge, 
that Congress should grant subsidy authority to the Executive. lt 
may be that subsidies are needed for critical and strategic materials 
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for military purposes, and that a showing for this need has been made 
before the Armed Services Committees or Appropriations Committees. 
If so, we can only suggest that those committees handle legislation 
that will permit payment of limited subsidies so as to reflect accurately 
the need of the armed services. If this is done, we feel certain that 
no need will be found for the payment of subsidies on grain or grain 
products. And we doubt if any will be found to warrant the payment 
of subsidies as such for the production or processing of other foods 
and fibers. For all these reasons, we oppose the requested grant of 
authority to pay subsidies. 

These proposals and the others, the proposal to require licenses or 
permits to handle commodities or sell services covered by price regu- 
lations; to exercise broad authority to acquire by purchase, condem- 
nation, or otherwise property and facilities; to operate facilities and 
plants; and to extend rent control, would, if adopted, completely 
regiment every segment of our national life. With few exceptions, 
every person, every firm, every business, would fall completely within 
the ambit of Federal control. To assure compliance, untold thousands 
of employees would be added to an already overburdened Federal 
payroll and in their attempts to comply, all segments of the economy 
will be required to hire additional employees. And between the 
Government’s attempts at forcing compliance and the civilian attempt 
to comply, there will be little time to reach the Nation’s production 
goals and leave room for growth and adaptability within the economy. 
If the proposals are adopted and succeed, we, as a nation, may find 
that we have won a battle but lost a war. 

On the question of compliance, it would be interesting to determine 
to what extent it is now possible for all segments of the economy to 
submit to the regulations and orders already promulgated. Our 
advice is that only a small percentage of the reports are being for- 
warded as required. Our most recent advice on this score is that 
but 3 percent of the restaurants in one rather large midwestern city 
has complied with a restaurant order. If compliance cannot be 
accomplished under the relatively simple present requirements, how 
- yee expect compliance were the proposals before you to be 
adopted? 

Noncompliance, whether it results in black markets or the appar- 
ently innocuous practice of not filing reports, will engender disrespect 
for law and authority. Avoidance rather than compliance becomes 
the habit. And recent events seem to prove that under those cir- 
cumstances, a complete disregard and disrespect for those moral and 
legal standards that have made us great as a people and a Nation 
are not far away. 

Let us not here set a stage that may revive an indifference to 
compliance with duly enacted Federal statutes. 

By cutting down nonessential Government spending; by the close 
scrutiny by Congress of proposals for defense spending; by curtailing 
credit; by imposing vo ea taxes; and by developing programs to 
curtail civilian spending and encourage savings, the Federal Govern- 
Ment, it seems to us, can go a long way toward reaching the goal of 
production on a scale ever increasing in efficiency. We suggest these 
measures as alternatives to a continuance of price and wage control 
on any scale. 
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We should remember that our military successes in the past have 
come from the indomitable spirit of American men and women reared 
in an atmosphere replete with opportunity to realize the basic freedoms 
on which the Nation was founded and has grown. They, by having 
men and materials at the right place, at the mght time, and in adequate 
force have assured the continuance of those freedoms. Let us not, 
by enacting the proposals you are now considering, endanger the 
exercise of those freedoms. Let us prove to the world that we can 
prepare for all contingencies and remain strong without trespassing 
on the exercise of those freedoms. To that task, we should and do 
dedicate ourselves and services. 

Mr. Brown. Does any member have any questions? 

Mr. Bouuine. I have a few questions, Mr. Chairman. 

Mr. Brown. Go ahead, Mr. Bolling. 

Mr. Bouuine. Mr. Brooks, you mentioned several times the Joint 
Committee on the Economic Report. 

I presume you are familiar with the report of that committee issued 
this year. 

Mr. Brooks. I haven't seen this year’s report. 

Mr. Bouurna. This is item 15, 

Authorize control of speculative trading and of stronger regulation of the com- 
modity exchange. The course of commodity prices during 1950 has demonstrated 
again that the cost of living, not to speak of costs of production in general, should 
be freed from uninformed and indiscriminate speculative manipulation. Wise 
controls might well be instituted to bring stability into such markets. 

Mr. Brooks. Well, I would say to that, sir, first, that they did not 
hold any public hearings before they reached that conclusion, and 
that I would disagree that there had been speculative excesses, and | 
disagree that there have been instability in prices in commodity 
markets. 

Mr. Bou.ina. I feel sure you would, but since you used the Joint 
Committee on the Economic Report in your statement rather 
freely —— 

Mr. Brooks. Well, of course, the 1947 recommendation was held 
after hearings. 

Mr. Bouuine. Well, every joint committee annual report is made 
after hearings. 

Mr. Brooks. There were no extensive hearings in this instance. 

Mr. Bouurnea. Oh, yes, there were extensive hearings. Maybe not 
on this particular point, but there were certainly very extended hear- 
ings on the whole question. 

Then Secretary Brannan’s statement, before this committee, states— 
Even temporary price increases on the commodity exchange affect consumers 
because they are quickly reflected in consumer prices. 

I would presume that you disagree with that. 

Mr. Brooks. That is correct. 

Mr. Bouuine. Then with regard to your comment on subsidies, l 
would only like to say that my impression from reading the language 
of the proposed subsidy provision is that it is quite narrow language. 

Mr. Brooks. I get a contrary impression. 

Mr. Bouuina. That is all, Mr. Chairman. 

Mr. Brown. Mr. Betts. 

Mr. Berts. I have no questions to ask but I just want to tell the 
witness that I personally appreciate your explanation and treatment! 
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of the subject of speculation and hedging. As Mr. Brown pointed 
out, it is a question which the committee needs some enlightenment 
on. 
Mr. Brown. Thank you for your testimony. 
Mr. Brooks. Thank you, Mr. Chairman. 
Mr. Brown. The committee will adjourn to meet at 10 o’clock, 
Monday. 
(Whereupon, at 12 p. m., the committee adjourned, to reconvene 
at 10 a. m., Monday, May 28, 1951.) 
(The following statements were submitted for inclusion in the record 
of the hearings: ) 
House OF REPRESENTATIVES, 
Washington, D. C., May 25, 1951. 
Hon. BRENT SPENCE, 
Chairman, Banking and Currency Committee, 
House of Representatives, Washington, D. C. 


My Dear Cou.eacue: Herewith is a statement by my friend and constituent, 
Mr. Donald W. Hadley, secretary, Wolverine Wool Co., Post Office Box 127, 
Evanston, Ill., which he desires inserted in the hearings, H. R. 3871, to amend 
and extend the Defense Production Act of 1950. 

I shall personnaly appreciate it if you will see that the enclosed statement is 
included in the hearings and a copy of the hearings sent to Mr. Hadley when 
available. 

Thanking you for your cooperation, I am 

Sincerely yours, 
MARGUERITE Stirr CHURCH. 


WOLVERINE Woo. Co., 
Evanston, Ill., May 21, 1951. 
Hon. Marauerite Stirr Cuurcu, 
House Office Building, Washington, D. C. 

Dear Mrs. Cuurcu: The objectives of the amendment of the Defense Produc- 
tion Act of 1950 are twofold. They involve the expansion of the supply of critical 
materials as well as the expansion of the productive capacity for finished products. 
The wool trade, involving the wool merchants, dealers, and pullers, are well 
qualified to speak from experience in connection with possible means of achieving 
the supply goals of the above-referred to amendment in connection with the 
supply of wool. 

In regard to the proposetl amendment to the Defense Production Act of 1950, 
we wish to present the following points for consideration: 

(1) Government control of wool under Commodity Credit Corporation, 1943- 
49, actually resulted in decline of close to 50 percent in United States wool pro- 
duction. Similar Government controls under proposed amendment would produce 
the same results. 

(2) Purchase plans of so-called Government planning boards within the past 
year caused tremendous increase in world prices of wool. Similar planning would 
produce same results. 

(3) Government purchase program would act to subsidize foreign wool growers 
at United States taxpayers’ expense, and penalize domestic wool growers and 
furt her require large bureaucratic marketing organization. 

lhe following text substantiates in detail the above conclusions: 

(1) Wool production from 1920 to 1930 in this country increased from 300 
million to 420 million pounds. From 1930 to 1940 the increase was from 420 
million pounds to 475 mitiion. From 1940 to 1950 wool production in this coun- 
try decreased from 475 million to 260 million pounds. hese figures are grease- 
basis and are United States Department of Agriculture figures given in their 
bulletin, The Wool Situation, TWS-15 April 1951. During most of the period 
it which production fell off some 48 percent, 1940 to 1950, United States Govern- 
ment controls were in effect. The Commodity Credit Corporation was sole pur- 
chaser of domestic wool from 1943 through 1949. During that period the average 
farm price increased from about 50 cents to about 55 cents. These price figures 
Were taken from The Wool Situation, TWS-14, January 1951. Thus, at a time 
during which prices to the farmer were actually increasing and under what was 
‘upposed to be a subsidy program to encourage wool production, such wool pro- 
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duction was actually falling off at an alarming rate. The reasons for this decreased 
production are that farmers sold their lambs for meat when meat gave them the 
best yield and did not hold their lambs for wool when the Government contro! 
price produced a much lower yield. This is one of the disastrous effects of gen- 
eral price controls. No matter how ambitious a bureaucratic control is, in trying 
to achieve certain effects, their desires are blasted by detailed practicalities which 
they cannot anticipate. 

(2) As further evidence of the wide deviations that occur between Govern- 
ment bureau goals and actual practical achievement, consider the price inflation 
in wool over the past year. This inflation was due tc the terrific impact of sudden 
defense demands coupled with decreased world supply. Again let us look at 
United States Department of Agriculture figures. Th summarizing the findings 
of an international wool study group in a release marked FW7-—50 dated January 
1, 1951, and under the heading of ‘Foreign agriculture circulars,’ they showed 
that world wool production in all producing countries declined from 4 5260 million 
pounds of grease-weight in 1941 to 3,979 million pounds grease-weight in 1950, 
During that period, world usage of wool increased from 2,265 million pounds 
clean weight in 1946 to 2,625 million pounds clean weight in 1950. Put in an- 
other way, the estimated 13-year world supply of wool postulated in 1945 was 
marketed in five short years. On top of this greatly decreased peacetime supply 
situation the Korean War broke. 

In the last half of 1950 and the first month of 1951 several ill-advised and rash 
statements were made by Government officials in publie speeches and were given 
subsequent wide publicity in papers all over the world. One of the so-called 
planning boards came up with a demand for a purchase program of 100 million 
pounds clean basis of raw wool. Previously such boards had refused for a year 
or more to consider such stockpiling. This purchase program was the subject for 
an appropriation on the part of Congress and this appropriation was subsequently 
changed so that the actual purchase program was made on a basis of 30 million 
pounds of wool and 70 million pounds in finished fabrics clean basis. At about 
the same time another announcement was made by Government officials saying 
that the Government needs for 1952 would be 350 million pounds clean basis of 
wool. This was given much widespread publicity and resulted in an upsurge of 
the free markets of the world. Then in January, quartermaster officials stated 
that 75 percent of the United States manufacturers’ capacity would be utilized 
for military needs in 1951. All of these ill-advised statements came from Gov- 
ernment sources and sent an already soaring wool market soaring even farther. 
Is this a sound endorsement for a Government-sponsored purchase program? 

(3) We do not see how Government purchase of raw wool could result in any- 
thing except even more serious price and supply complications. Bureaucratic 
methods demand complicated purchase-price schedules, revision of which could 
only be after much deliberation and delay. When it is realized that there are some 
3,000 types of domestic and foreign wools, and 70 percent of wool use is foreign 
in origin, the complexity of such price schedules is easily recognized. Wool 
market changes would demand instant revision and it is obvious that such re- 
vision would not be possible. Then, too, the Government organization capable 
of handling such a job would have to duplicate private trade channels and would 
require a tremendous organization familiar with the details of wool handling as 
well as the requirements of United States wool textile manufacturers. No doubt 
a suggestion would be made to utilize private channels to avoid such Government 
organization. However, to carry over the normal function of private channels 
would be impossible, since these private firms would, of course, be subject to 
bureaucratic heads with all their red tape, delays, and bickering. 

The impact of a Government purchase program either as a separate Government 
bureau or as licensed private organizations would only increase price pressures on 
world markets. This would result in higher and higher prices to foreign growers 
and, with price ceilings operative in this country, domestic growers would be penal- 
ized. This would cause a repeat performance of the 48-percent-production decline 
that occurred in the 1940-50 decade previously cited. This subsidization of 
foreign wool growers would require substantial amounts of United States fax- 
payers’ money and to judge from past experiences this outlay would only cause 
further alarming decreases in domestic wool production. 

Yours sincerely, 


Donatp W. Hap .ey, Secretary 
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STATEMENT OF NATIONAL ASSOCIATION OF WooL MANUFACTURERS 


The board of directors of the National Association of Wool Manufacturers has 
given careful consideration to the provisions of 8. 1397 and H. R. 3871, which 
provide for amendment of the Defense Production Act of 1950. Our board has 
expressed opposition to a number of the provisions of this bill and has instructed 
me to convey to the members of the Senate and the House Committees on 
Banking and Currency the substance of our objections and the reasons therefor. 

1. We object to the provision in section 103 giving the President authority to 
purchase materials for resale. To the extent that materials need to be acquired 
for military stockpile reserves, it is evident that they should be purchased for 
the account of the Government. To acquire materials for subsequent resale, 
however, is quite another matter. This is a socialistic proposal for which no 
warrant exists. It would have the double disadvantage of dislocating present 
purchasing organizations with the subsequent loss of a very considerable degree 
of valuable knowledge and experience and the substitution of the cumbersome 
Government machinery for handling raw materials which would add materially 
to the cost, circumscribe the ability of processors to obtain particular types or 
grades of raw material needed for particular products, and tend to cause recurring 
surpluses and shortages because of the magnification of errors of judgment result- 
ing from the concentration of purchasing in a single agency. 

In our opinion there is considerable danger that the Government would be 
victimized by foreign sellers if it were the sole buyer for this country’s require- 
ments for foreign materials. The advantage of acquired experience would be lost 
and the drive of competitive interest would not be present to assure realistic 
purchases based upon consideration of price and quality. 

The purchasing of wool is undoubtedly far more difficult than most other raw 
materials but some of the same problems must be met with in other fields. There 
are literally thousands of different types of wool, few of which can be used inter- 
changeably. Not only are the types many, but there is a big difference in quality, 
in the percentage of foreign matter in the fleece, which makes the value difficult 
to compute even if the quality is correctly appraised, and in the degree of uni- 
formity, which also affects the value due to the amount of labor required to sort 
the fleeces into that degree of uniformity requisite for different products. 

There is no obstacle to the purchase of wool at the present time providing one 
is willing to pay the world price. There is nothing which would indicate that the 
United States Government could buy at any lesser figure than individual pur- 
chasers can obtain. Actually, the reverse would probably be the case since for- 
eign countries, in dealing with our Government, will insist on long-term commit- 
ments not required of civilian buyers. Such commitments might well turn out 
to be at uneconomic levels. We can see no advantage in authorizing the Govern- 
ment to buy raw materials for resale; we believe it would be cumbersome, expen- 
sive, and unsatisfactory in many respects. 

2. We object to the provisions of section 103 which would empower the Presi- 
dent to acquire or construct industrial facilities without limitation and to operate 
such facilities in competition with private industry. We object also to the power 
to create new Government corporations without limit. Such a proposal cannot 
be justified by any present emergency or by any lack of enterprise on the part of 
private industry. 

No such general delegation of authority to the Government to engage in active 
competition with industry in this country should be considered. To the extent 
that additional industrial activities on the part of the Government are desirable, 
either on a temporary or permanent baiss, the matter should be specifically pre- 
sented to Congress and decisions made as respects each and every specific enter- 
prise. The American way of life is too deeply involved and can be too completely 
jeopardized by the entry of the Government into commercial fields to permit such 
activities except as the result of exhaustive consideration of all specific proposals. 

3. We do not oppose the extension of price and wage controls, although we 
deplore their necessity. It is our belief, however, that the two should be on the 
same basis. If we have price control we should have wage control, not wage 
stabilization. 

A specific provision to which we object is the proposed addition of farmers, 
Workers, and consumers to advisory committees. It is our understanding that 
the Government agencies themselves represent the interests of such groups in 
that they are guardians of the national interest. Their consultations with 
representatives of industry are devoted less to matters of general policy than to 
technical details which have to be understood in order to draft practical controls. 
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To load such advisory committees with representatives of these other groups 
would, in our opinion, greatly impair their usefulness and ability to serve the 
purposes for which they were established. 

While we have no quarrel with the additional penalties proposed for violation 
of price and wage regulations, the section should be rewritten to make a distinc- 
tion between deliberate violation and unintentional errors. The regulations are 
so complex and in many cases susceptible of so many possible interpretations 
that with the best of intentions it is difficult completely to avoid some degree of 
inadvertent violation. 

4. We see no justification for Federal licensing of organizations engaged in 
businesses subject to price controls. Is it seriously contended that existing 
penalties and those proposed are inadequate to insure compliance with price 
ceilings? If they are, there must be something radically wrong with the drafting 
of the act or with the price regulations themselves. It appears that an attempt is 
being made to use price control as an excuse to establish a system of Federa! 
licensing of corporations. Such a system is without merit and could lend itself 
to serious and widespread abuses. There is no obvious circumstance connected 
with the mechanics of price control or any other emergency situation which indi- 
cates a need for Federal licensing. The inference is that someone has in mind 
some Government action of a type which requires a compulsion of business of a 
nature which the Congress would not directly approve. This proposal should be 
eliminated by Congress. If some emergency arises which can be handled only by 
Federal licensing, the request for such authority should be submitted to Congress 
at that time and justified by a full disclosure of what is planned and why it is 
necessary. No such general delegation of authority as is provided in section 104 
should be granted. 

We sincerely trust that the committee will give careful consideration to our 
objections as outlined above. 

For the doard of directors: 

ArruuR BeEssk, President, 

May 22, 1951. 


STATEMENT SUBMITTED FOR THE GRAIN AND Freep DEALERS NATIONAL ASSOCIA- 
TION, St. Lovis, Mo., spy R. B. BowpENn, Executive Vick PRESIDENT 


By resolution, the Grain and Feed Dealers National Association opposes the 
extension beyond June 30, 1951, of legislation authorizing price control over food 
items, under present conditions. This resolution was adopted by unanimous 
vote of the executive committee of the Grain and Feed Dealers National Associa- 
tion, under powers granted to it by our association’s bylaws. 

There is no over-all food shortage in the United States, nor any prospect of 
such shortage. There is no over-all increase in food prices at this time, nor in 
recent weeks. A majority of agricultural products, including most grains, are 
selling below the price levels at which price ceilings could presently be legally 
set. Forward prices of cereals have even tended to weaken in recent weeks. 

Congress and the administration are trying to prevent or avoid a third world 
war. But we are told that meanwhile there must be long and hard preparation 
for the eventuality of war. In brief, Congress is considering an extension of 
price controls not for actual warfime, but in preparation against the long chance 
of war. Even if price controls are necessary for the comparatively shorter time 
of an all-out war, they are not necessary in a long-time mobilization that would 
precede war. Increased controls are abhorrent in what legally still is peacetime. 
America’s productive strength was not founded on regimentation; that strength 
can be discouraged or disrupted by increasing regimentation prior to a time of 
final testing in war. The vastly superior producing power of the United States 
came from the very freedom of our producers, not from their regimentation. 
Production seems to us still to be the first requisite in a period of preparation 
and mobilization for defense. 

We believe that subsidies should not take the place of price freedom in produc- 
tion and marketing during peacetime. Subsidies are inherently dishanest. They 
presume to be advantageous to both producer and consumer at the same time, 
and bury the fact that the subsidy money is only taken from the taxpayer’s other 
pocket. Government figures indicate that the food bill of the average family is 
not an increasing percentage of earning capacity. 

We believe that price control is a wrong approach toward any control of inflation 
in a peacetime period like the present. Until the Congress will face the whole 
issue of higher taxes, tighter credit, and sound money control, there is no way to 
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prevent inflation while civilian buying power remains high and while any item or 
list of consumers’ items is in short supply. We enjoyed virtually full demand for 
our production in pre-Korea days. When we added the demands of mobilization 
to that already high demand level, it was obvious that our civilian consumers would 
have to do with less of some things. As long as the high level earnings of the 
mobilization period are allowed to be translated into demand for goods, there will 
however, be inflation in items in short supply. Later, as the mobilization effort 
is reflected by increasing demand in the market, it is necessary that our people 
either produce substantially more of the short items, or for civilians to consume 
substantially less of those items. 

But even within this whole discussion of inflation in some short items, there is 
the fact of below-parity prices in grains generally, and grains are the main source 
of our food supply. Grains simply are not in short supply, and grain prices are 
not at this time in upward trend. Rather, there is the prospect of another bounti- 
ful crop this year in the United States that will provide adequately for our domestic 
needs and allow some exports. So the price-control argument that might sound 
logical for some items in short supply does not generally apply to all food items, 
and certainly not to grains. 

The relatively high price of beef has been the result of strong demand against 
available supply. The rolling back of beef prices should result in some increase 
of demand and in some discouragement of production, the opposite of the goal 
needed in this mobilization period. 

We believe that price control over food items is a tool to be used only in a full 
national emergency, and then only cautiously and sparingly. Price control 
applied merely from the desire for control itself, would be a manifestation in the 
United States of an authoritarian disease that has swept disastrously over some 
other nations. 

This national association, representing individual firms, and especially country 
grain-elevator operators and retail feed dealers, points out that there is no valid 
argument in favor of Federal agency control over margins required for trading 
on commodity futures markets. Our member firms commonly hedge purchases 
in the futures markets, where liquidity of trading is essential. We believe that 
volume of speculation has no effect on the general futures price trend. The idea 
of margin control, we are afraid, is only an idea of attempting to compel the 
movement of a price, or halting it, and in either instance carries the danger of 
bureaucratic choice applied to markets that should remain open to economic 
choice, especially during peacetime. The Congress has held that agricultural 
commodity prices should remain free of price control below the level of parity 
prices, and should not now presume to say that a Government agency should 
have power to try to compel that price, up or down, in the meantime, by margin 
control. Most grain prices on commodity contract markets presently are below 
those parity levels, so there can be no argument that lack of margin control has 
served to inflate grain prices even to ceiling levels, nor to depress them. Because 
our members commonly operate at the grass-roots level of marketing, we vigor- 
ously Oppose any proposal to give such margin control into the narrow choice of 
a Federal ageney which could seek to compel a price movement to be in line with 
agency whim or idea of the moment. 

The United States leads the world in production per man-hour. We can reach 
even greater records of production if our people are free to produce; we do not 
believe they can be controlled into greater production. Any control measure that 
dulls the desire for new production records, defeats mobilization itself. Various 
of our leaders in Congress and the administration have warned us that one of our 
greatest shortages, during either mobilization or wartime, is manpower. The 
making and enforcement of a wide variety of price-control regulations will require 
countless hours of that scarce manpower, at the very time when we are told that 
manpower is one of the shortest supplies. Government can adopt other correc- 
tives, which will more nearly balance civilian demand against available supply of all 
goods, without wasting this manpower. 

We urge that the Congress enact stricter credit controls and apply them wisely 
against civilian need, not against civilian desire; that taxes be applied at the rate 
necessary to pay for the mobilization that may proceed through some years; that 
nonessential Government services and waste in Government be avoided; that price 
control be avoided during peacetime and considered only as a tool to be used 
cautiously and sparingly during a time of actual warfare in which we conceivably 
might be engaged, against our desire, in some future time. 
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MONDAY, MAY 28, 1951 


House or REPRESENTATIVES, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D. C. 

The committee met at 10 a. m., Hon. Brent Spence presiding. 

Members present: Messrs. Spence, Brown, Patman, Multer, Deane, 
O’Brien, McKinnon, Bolling, Wolcott, Buffett, and Betts. 

The CHarRMAN. The committee will be in order. 

The clerk will call the first witness. 

The Cuerk. Mr. Alton M. Costley, representing the National 
Automobile Dealers Association. 


STATEMENT OF ALTON M. COSTLEY, ON BEHALF OF THE NATIONAL 
AUTOMOBILE DEALERS ASSOCIATION 


Mr. Costiey. Mr. Chairman and gentlemen of the committee, I 
am Alton Costley. I am a Chevrolet dealer of East Point, Ga., and 
I am vice chairman of the Public Affairs Committee of the National 
Automobile Dealers Association. 

Mr. Chairman, our statement was prepared last week, prior to our 
learning of your 15-minute rule. We hope that you will bear with us. 
I will proceed as fast as I can. 

The CuatrMan. Of course we are trying to meet a deadline and have 
to expedite these hearings, but we want you to present your case. 
We hope you will do it as expeditiously as possible. 

Mr. Costty. I will do that, Mr. Chairman, thank you. 

This association, with a membership of approximately 34,000, repre- 
sents the new-car and new-truck dealers of the United States. The 
National Automobile Dealers Association is one of the world’s largest 
associations of retail merchants and its members sell approximately 
90 percent of all new cars and about 80 percent of the used cars sold 
in this country. Four out of five of the dealers who comprise member- 
ship in NADA sell less than 100 new cars a year, and therefore I am 
here as a spokesman for a large group of representative small-busi- 
ness men. 

It is indeed gratifying—and indicative of our democratic way of 
life—to be able to appear here today. Not only the automobile 
dealer but the entire country owes a full measure of gratitude to this 
and similar congressional committees who will hear voices raised from 
every segment of American life before considering the enactment into 
law of measures and amendments which could drastically change 
our way of living and our long-established method of operating our 
businesses. We appreciate this opportunity and are deeply aware that 
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our appearance today is embodied in a magnificient principle that can 
exist only in a republic such as outs. 

We appreciate that the problems which this Congress, and this 
committee in particular, face are of the greatest magnitude. On the 
one hand our country must be preserved by the rapid expansion of 
our resources, our production, and our military strength. On the 
other hand, our principles of living, of doing business, demand that 
our free enterprise system remain strong. 

In a land dedicated to the complete freedom of the individual, it js 
natural to view controls over prices, wages, and credit with alarm. 
We cannot help but wonder how necessary these controls are. 

As we read of those events which shaped history in foreign lands, 
particularly in those countries which have or have had totalitarian 
governments, it is our natural tendency as Americans to view any 
threat of regimented socialism with the greatest skepticism and with 
a feeling of creat and personal loss. 

The small-business man like myself feels his own initiative seriously 
jeopardized, if not actually taken away from him entirely, as the 
clutching hands of controls tighten his everyday business activities. 

If we are fighting a war to preserve free enterprise, let us preserve 
all of the characteristics of free enterprise. Is it consistent—is it 
necessary—that the freedom of the American people be sacrificed to 
secure freedom for people elsewhere in the world? 

It is our belief that the people of this country look to Congress for 
continual protection against any threat to our free enterprise system. 

Congress can give the American people reassurance of this protection 
by limiting any modified Defense Production Act to a term of 1 year 
and by providing also for its termination at any time before then by a 
majority vote in either House. 

As businessmen who made sacrifices to keep our people mobile 
during World War II, the automobile dealers of this country stand 
ready to comply willingly with every necessary demand made upon us 
during the present emergency. 

We do not presume to question the extent of the national peril; we 
are not in a position to know the seriousness of our world position. 
We have in the past, and we will in the future, leave the defense 
problems and their decisions to the Congress and to our military 
leaders. You know far better than anyone else what is needed to 
make America strong and virile. 

But we are close to the people of this country due to our everyday 
contacts with them and I believe we know some of the problems which 
are of major concern to many people at the moment. 

Therefore, we are in a position to point out several circumstances 
that have come about as a result of the administration of the Defense 
Production Act of 1950 and which, we feel, merit the close attention 
of this committee. 

The ink had hardly become dry on the Defense Production Act 
of 1950 when the Federal Reserve Board moved in and invoked 
credit controls of one-third down and 21 months to pay the balance 
on the purchases of new and used automobiles. This regulation was 
imposed without prior consultation with industries affected, as pre- 
scribed in the law. Only 3% weeks later—and with less than a month’s 
experience —the Federal Reserve Board announced an amendment to 
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this regulation which reduced the time allowed to a maximum of 15 
months. 

This immediately and seriously impaired the ability of the working- 
man to purchase ‘essential transportation. On many occasions we 
have reported this condition to the Federal Reserve Board and have 
asked relief in the interest of the lower income groups who are denied 
efficient, adequate transportation as a result of this regulation. 

Let me point out some of the shortcomings of regulation W. 

Regulation W fails to take into full consideration that the auto- 
mobile is an essential commodity. 

Many factors have brought about a situation in which the average 
American wage earner finds that he cannot carry on defense or other 
work without adequate and dependable transportation—transporta- 
tion which can only be provided by the automobile. Americans have 
moved from crowded cities to spacious suburbs; industries have been 
decentralized. Survey after survey conducted during World War II 
showed that a high percentage of war workers employed at that time 
depended on the automobile for transportation. One survey con- 
ducted in 749 war plants showed that 75 percent of the employees 
drove to jobs in automobiles. 

Seventy-four percent of all urban transportation is by passenger 
cars. Seventy-four percent of all trips taken by automobiles are for 
the purpose of iraneporiation to and from work or for essential 
shopping. There are 2,074 cities in this country which do not have 
public transit systems and in those areas which depend on busses, 
the transit system is operating near capacity. The essentiality of 
the automobile cannot be denied or questioned. 

As of January 1, 1951, there were nearly 40,000,000 passenger cars 
registered. 

Approximately one-half of these automobiles were built prior to 
World War II and already have been driven an average of approx- 
imately 80,000 miles each. Let us remember that the lower priced 
makes have furnished the majority of the lower income groups with 
transportation. 

There are about 11 million lower priced prewar cars on the road 
today—54.4 percent of the total prewar car population. There are 
no middle-aged used cars because automobile production was com- 
pletely stopped from 1942 to 1946. Thus it becomes apparent that a 
real problem exists because the wage earners who operate these 11 
million prewar cars cannot replace them with middle-aged used cars; 
they cannot afford to buy postwar cars, because of regulation 5 eee 
was said by the Chairman of the Board of Governors of the Federal 
Reserve System, Mr. Martin, before this committee early in May 
that used cars could take care of essential transportation for defense 
workers. 

Unfortunately, no such easy solution is possible because, I repeat, 
there are no middle-aged cars. We believe that it is of the utmost 
importance to make postwar cars available to the Nation’s workers for 
dependable and adequate transportation. 

Never in the history of our country have there been so many old 
vehicles using our streets and highways. The tendency of many own- 
ers of these older vehicles is to neglect or put off necessary repairs to 
parts affecting safe vehicle operation with the hope that they will get 
by until they ¢ can purchase a new or later model used car. 
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Not only are these automobiles the cause of accidents, but they are 
the cause of many absences and serious delays for the Nation’s defense 
workers. 

Because of the limitations placed on buying new cars under regula- 
tion W, the large percentage of old cars being operated in an unsafe 
condition cannot be replaced with new ones or late model used cars 
because of the unnecessarily high payments required from the average 
wage earner. These older cars thus become an increasing potential 
cause of traffic accidents and a deterrent to the defense effort, with the 
needless loss of manpower and essential transportation facilities. 

We believe that regulation W discriminates in two ways. First of 
all, the automobile is singled out among all other products—all other 
items which are sold on a credit basis—to bear the brunt of credit con- 
trols in a manner which is far out of proportion. 

Second, the automobile purchaser is denied the right to buy essen- 
tial transportation by the same controls which cover items far less 
costly and far less essential. The automobile was among the first 
products to be controlled—by both regulation W and by price con- 
trols. On October 1, 1950, the Feder od Reseive Board reported that 
consumer credit totaled $19,329, 000,000. After 6 months of opera- 
ting under regulation W, at the end of March 1951, the total was 
$19,375,000,000. In these 6 months consumer credit increased 
$46,000,000. On October 1, 1950, installment credit for automobiles 
amounted to $4,213,000,000. At the end of March 1951 this figure 
had dropped to $3,942,000,000—a drop of $271,000,000. We think 
it is important to examine the Federal Reserve Board’s analysis of 
other installment credit. On October 1, 1950, there was $3,645,000,- 
000 on the books for other commodities than the automobile. At the 
end of March 1951, there was a total of $3,437,000,000. This, gentle- 
men, is a drop of $208,000,000. In the same period of time— 
months—automobile installment credit dropped $271,000,000. In 
other words, of the $479,000,000 drop in installment sales credit which 
occurred in the first 6 months while regulation W was operative, 
automobile installments have accounted for 56.6 percent of the total 
amount. All other commodities accounted for only 43.4 percent of 
the drop—a percentage which is divided by a number of commodities. 
To us, this is evidence enough that the automobile is the object of 
serious and far-reaching discrimination. In addition, these figures 
show us that millions of Americans who need dependable transporta- 
tion are forced to keep their prewar cars or to purchase other prewar 
cars. Our customers tell us that they do not want just cars—they 
need good, efficient transportation. When credit regulations make it 
impossible for the defense worker end other workers to buy this 
transportation, they can feel the sting of discrimination. 

Regulation W creates class buying. We might all ask, Whom does 
regulation W affect? On whom are the credit curbs placed? The 
answers to these questions make it apparent that we have class buy- 
ing. The wage earner, the defense worker, all workers, are forced to 
give up all hope of purchasing a new car or a late model used car while 
his more fortunate neighbors have purchased new vehicles and 
traded-in automobiles which were often less than a year old. 

The Department of Commerce figures show that the inventories of 
dealers throughout the country climbed steadily during the past few 
months. The automotive dealers’ total at the end of March 195! 
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was $2,596 million, compared with $1,756 million on the same date in 
1950. In 1 month, March 1951, dealer inventories were reported by 
the Department of Commerce to have climbed $300 million, which 
was one-half of the total amount of inventory increases reported in 
the month for all durable products. 

Although dealers have this constantly increasing inventory, workers 
cannot purchase these automobiles under the present stringent terms 
of regulation W. The Department of Labor’s Bureau of Statistics 
has shown us that the average salary of the workingman in this coun- 
try is in the neighborhood of $275 a month. It is obviously impos- 
sible for a man earning this salary to accumulate enough money to 
pay $667 as a down payment on an automobile costing $2,000 and 
then pay $104 in 15 monthly installments. It simply cannot be 
done. These workers could buy good, postwar model cars by trading 
in their prewar cars and investing a portion of their savings in the 
purchase if the monthly payments were within their reach. 

Regulation W fails to take different price ranges into consideration 

It is obvious to us all that it is more difficult to meet the monthly 
payments on a $1,200 or $1,500 automobile than it is to meet the 
monthly payments for less essential commodity costing $200 or $300. 
The present terms of regulation W provide a 15-month limitation on 
both purchases. 

The Government recognizes cost differentials when it allows 15 or 
20 years for a home purchaser to pay for his house and lot. 

The Federal Reserve Board has refused to recognize this situation 
when it will not take the wide differences in commodity costs into 
consideration. However, at one time the Federal Reserve Board did 
recognize cost differentials in their World War II regulations by allow- 
ing 18 months for balances over $1,000 and 15 months for balances on 
automobiles under $1,000. We submit, gentlemen, that serious 
consideration of this matter leads us to believe that more realistic 
controls are necessary—if controls are actually essential at all. 

Members of the National Automobile Dealers Association operate 
businesses in every section of this country. For example, because of 
the distances involved between Detroit and the West or other distant 
States, prices vary due to the long-haul transportation costs, and the 
hardships placed on the purchaser who lives farther away from Detroit 
are relatively greater. Under regulation W it is difficult for the resi- 
dent of Detroit to buy an automobile: it is even more difficult for a 
resident of California, Arizona, or the State of Washington. 

Regulation W fails to curb inflation. Last August when the Federal 
Reserve Board first announced regulation W it was said that this 
regulation would curb inflation and at the same time cut down on 
the use of vital war materials. Later when the National Production 
Authority adopted its allocation and control materials plans to cut 
down on the use of steel, copper, and other metals it became apparent 
that regulation W could be operating only to curb inflation. We 
have already shown that in 6 months’ operation under regulation W 
the total amount of consumer credit on the books in this country 
increased. 

We know that regulation W and other circumstances forced many 
buyers to dig down into savings lying idle in banks and in bonds— 
or to borrow—to make purchases prematurely, and thus millions of 
dollars were brought into action. Would not the use of savings have 
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had exactly the same effect inflationwise as an equivalent amount of 
consumer credit would have had? Isn’t the very small increase. 
proportionately, in the total money supply which unrestricted use of 
consumer credit would have brought about almost insignificant from 
the inflationary point of view? The Federal Reserve Board’s own 
reports indicate that at the end of 1950 installment sales credit out- 
standing was only 3.73 percent of the total disposable personal 
income. In 1940 it was 4.73 percent. Of this portion of installment 
sales credit outstanding, only 1.95 percent applied to automobiles. 
In other words, gentlemen, less than 2 cents out of every dollar for 
installment sales credit can be considered a result of automobile 
purchases. Such a small percentage of the total disposable income 
would have an inconsequential effect on inflation. 

There are those who contend that the prices of automobiles would 
rise without credit controls. They overlook the fact that automobile 
prices are frozen under the current OPS rulings. 

Regulation W threatens individual liberties. Individual liberties 
are involved when man’s ability to purchase needed transportation 
is taken from him. It is our hope that this congressional committee 
and this Congress will take every step possible to guard individual 
liberties for which our forefathers gave so much. ‘Tt is our feeling 
that this Congress is our bulwark against socialistic tendencies which 
creep into our economy. We, therefore, urge this committee to limit 
the powers it gives to the administrators of its laws. 

We ask this committee to amend the Defense Production Act of 
1950 to provide—(1) that the down payment required on the purchase 
of a new or used automobile shall not exceed 33% percent of the cash 
purchase price, (2) that the number of months allowable for the 
payment of the balance shall not be less than 18 months. 

We earnestly believe that this request is justified because the 
present terms of regulation W are as drastic, as harsh to the wage 
earner, as those imposed in World War II when no new cars whatever 
were produced and when there was a distinct shortage of used cars and 
this Nation was engaged in a total war. 

As I stated earlier, we do not presume to advise your committee 
whether or not the continuance of temporary controls over our econ- 
omy is necessary. Fortunately and properly, you have access to 
confidential information from the Defense Department and other 
Government sources, which naturally is not available to us. We 
have confidence in your final judgment in guiding the Nation and our 
national economy during these perilous times, and realize the com- 
plexity of the problems involved in reaching broad-policy decisions. 

You made it clear when you enacted the Defense Production Act 
of 1950 and we are confident you are equally determined now, as 
you study proposed amendments to that basic law, that all necessary 
controls should be administered as fairly and equitably as possible 
and with a minimum of disturbance to normal industry practices. 
That, gentlemen, is all we ask. 

We certainly do not believe it was the intent of Congress to allow 
a manufacturer to increase prices to cover increased costs, but not to 
allow the retailer this same privilege. Even so, that is exactly what 
the Office of Price Stabilization did on March 1, when it granted all 
passenger-car manufacturers a 3.5-percent increase in their ceiling 
prices on new automobiles, and, 6 days later, permitted the NaGon’ s 
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automobile dealers to pass along only the exact dollars and cents 
amount of this increase. This action reduced the dealer’s historic 
discount, and, we believe, was directly contrary to the intent of the 
Congress that the imposition of price control should not disrupt pre- 
vailing customs and practices within a given industry. 

The effects of this action have been, and are now, so serious that 
they merit your most careful consideration. 

To realize the effects of this action on the Nation’s automobile 
dealers, it is necessary to understand how our industry operates since 
it differs in several respects from other retail businesses. 

Unlike most retailers, who establish their prices on a flexible basis 
so as to cover their costs of doing business and their margin of profit, 
automobile dealers are subject to a fixed percentage discount from 
the manufacturer’s established list prices. Obviously, this does not 
permit the same flexibility enjoyed by other retailers. Moreover, as 
you know, we sell and service only one product, the automobile, and 
we have only one supplier for that product. 

Unlike many retailers, we cannot absorb a reduction in the price 
of one product and then make it up on another. 

In view of these facts, it was a particular hardship upon the 
Nation’s automobile dealers when the Office of Price Stabilization 
established a precedent, with the dealers as its target, by reviving the 
first phase of the old ‘cost absorption” policy that originated back 
in the unlamented days of OPA. Moreover, this action accomplished 
exactly what Congress in its wisdom prevented OPA from inflicting 
on the Nation’s automobile dealers early in 1946. OPS cut the 
historic dealer discount and thereby disrupted a normal and essential 
practice of our industry that dates back to the days of the horseless 
buggy 

The members of your committee, who were Members of Congress 
back in 1945 and 1946, when our country was just emerging from 
World War IT, require no assurance from me that the subject of the 
dealer’s historic discount and the dealer’s need for its retention was 
explored thoroughly and completely then. The Price Administrator 
at that time, Chester Bowles, and his aides overlooked no evidence 
to support their arguments that application of the cost-absorption 
policy of OPA was warranted in the case of the Nation’s dealers. 
Their case for a reduction in the dealer discount was fully presented 
to your predecessors on this committee. 

No facts or statistics, which might support their contention, were 
overlooked. But the evidence submitted by the dealers throughout 
our country through NADA was so overwhelming that Congress 
refused to permit the dealer’s historic discount to be disturbed. 

Congress saved the Nation’s dealers at that time, for which we are 
e ternally grateful. 

The historic dealer discount, preserved back in 1946, remained 
unchanged from that date until last March when OPS did exactly what 
Congress would not permit OPA to do. 

Mr. Parman. May I ask a question at that point? 

How did OPS change the dealers’ discount? 

Mr. Costtey. They changed the dealer discount by raising the 
price of the manufacturer’s level and permitting that to pass through 
to the publie without the ‘Gealee having an opportunity to mark up 
his normal mark-up. 
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Mr. Parman. How did ‘that affect the dealer percentagewise? 
Mr. Cost.ery. It affected him about probably 1 percent so far. 
Mr. Parman. I know they attempted that during World War II. 
Mr. Costiey. Yes, sir. 

Mr. Parman. And we had a hearing over in the Old House Office 
Building. 

Mr. Costtey. Yes, sir, I was there, too. 

Mr. Parman. For a couple of days, and we stopped it. 

Mr. Costiey. Yes, sir. 

The Cuatrman. I would suggest the gentleman let the witness 
complete his statement. Then he may be subjected to interrogation. 

Mr. Parman. Very well. 

Mr. Costiey. Not only did the Office of Price Stabilization arbi- 
trarily cut the dealer’s discount but the agency took this action without 
consultation with either Congress or our industry. Office of Price 
Stabilization officials openly admitted their failure to consult with our 
industry in the statement of considerations accompanying the cut in 
dealer discounts from which I quote: 

Inasmuch as there has not been sufficient time to make a comprehensive study 
of dealers’ margins and in view of the fact that it is not yet possible to form an 
advisory committee for the purpose of consultation with respect to the role of 
these dealers in the program of price stabilization, the Director of Price Stabiliza- 
tion has determined that this increase may be passed on by the dealer in the dollars 
and cents amount of the increase. 

This action was taken on March 7, 1951, nearly three full months 
after the Office of Price Stabilization selected the automotive industry 
for the doubtful honor of being the first placed under price control. 
Ceiling Price Regulation No. 1 had been issued December 18, 1950, 
and applied to the prices of new passenger automobiles at the manu- 
facturers’ level. 

It is significant to note that this initial regulation righlty required 
the manufacturers to preserve their historic discount to dealers. How- 
ever, less than 2 months later, Office of, Price Stabilization reversed 
itself and arbitrarily cut the dealer’s historic discount without con- 
sultation with the dealers or representatives of their trade association. 

It seems strange that the automobile industry should have been 
selected as the first target for price control and then nearly 5 months 
allowed to elapse before the formation by the Office of Price Stabilization 
of an advisory committee to represent the retail automobile dealers. 
Although the Office of Price Administration didn’t find it possible to 
form an industry advisory committee during that period, it took less 
than 3 months to arbitrarily cut the dealer’s discount before, by its 
own admission, it had time to study the dealer’s margins. 

Scores of other industry committees were formed and consulted 
with Office of Price Stabilisation officials during that period, but it 
was not until May 3 that the Retail Motor Vehicle Industry Advisory 
Committee was appointed and held its first meeting here in Washing- 
ton. 

Naturally, one of the first actions of the Office of Price Stabilization 
Advisory Committee, when it was finally organized, was to pass 2 
resolution calling for the immediate restoration of the dealer’s historic 
discount. 

But no remedial action has been taken by the Office of Price Stabiliza- 
tion to date. Apparently, its own committee’s resolution and the 
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direct appeals made to the Office of Price Stabilization officials by 
NADA officers and individual dealers are receiving scant attention. 
Because that is true, we must again appeal to Congress—this time to 
restore our historic discount, which was cut without prior consultation 
with our industry and, in our belief, contrary to the intent of the 
Defense Production Act of 1950. 

The discount cut action requires that we collect from every new-car 
purchaser an additional amount of money and pass it on to the 
manufacturer. As a matter of fact, we must pass it along even 
before we collect it, in some cases many weeks, even months, before it 
reaches us. That is true because manufacturers receive payment for 
their cars before they are delivered to the dealer, not after the dealer 
sells them to his customers. 

At the same time, we are also compelled to invest our capital in 
manufacturers’ excise taxes, which we cannot recover until we sell the 
car at retail. Obviously, collecting and handling this additional 
money requires additional operating capital. This is especially 
burdensome at times when much of the dealer’s operating capital is 
frozen in new and used car inventories. 

In addition, we respectfully call your attention to the fact that 
many items of a dealer’s expense increase in direct ratio to the selling 
price of the automobile he handles. These include, among others, the 
salesmen’s commissions, insurance, interest, merchant’s license fees, 
and occupational tax, inventory tax, and personal property taxes. 

1950 was a record year of production. Consequently, it was a 
good year for automobile dealers, just as it was for virtually all lines 
of retail business. However, it was a good year for dealers only in 
comparison with some previous years. A study made by the Account- 
ing Corporation of America revealed that the average new-car dealer 
ranks thirty-eighth in percentage of net profits on gross volume of sales 
before income tax among the 40 trade groups that comprise about 75 
percent of all business groups in the country. 

In addition, automobile dealers, along with most other retail 
merchants, have been experiencing greatly increased costs of doing 
business. The most recent and reliable statistics on the rapid rate at 
which dealers’ operating costs are climbing are included in the 1950 
year-end business management survey made by your national 
association. 

In this survey, reports were received and compiled from more than 
3,300 franchised car dealers, which revealed that the total expenses of 
dealers throughout 1950 were 14.9 percent greater than even the high 
levels which they reached in 1949. Moreover, a similar quarterly 
survey, which is currently being completed by NADA, will show a 
much larger increase in dealers’ expenses during the first quarter of 
this year over the corresponding period in 1950. This upward trend 
is definitely shown on the basis of the reports already compiled. 

Unlike automobile manufacturers, who are turning to the produc- 
tion of defense products for our Armed Forces, the dealer has no such 
security for the future While the dollars and cents reduction per 
single car sold is small, in the face of decreasing automobile production 
and increasing operating expenses, this cut in our discount, if not 
restored promptly, is large enough to spell the difference between 
operating at a loss or a profit for many dealers. 
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This discount is vital to our business and should not be kicked 
around at the whim of a Government agency or used only at its own 
convenience. On the one hand, the Office of Price Stabilization has 
denied the principle of the dealer’s historic discount but on the other 
it has recognized it. 

This was glaringly illustrated a few days ago when Office of Price 
Stabilization required the dealer to use his historic discount in deter- 
mining the price reduction to his customer resulting from the elimina- 
tion of the spare tire. This inconsistency in promulgating and ad- 
ministering price regulations has had a most confusing and damaging 
effect on the operations of dealers. 

In addition to the immediate and potential financial effect on deal- 
ers, a vital principle is involved in the time-honored dealer discount. 
The years of effort, which made it traditional, will be spent in vain if 
the unwarranted action of the Office of Price Stabilization is not 
rescinded. Congress recognized that fact less than 6 years ago. 
The same issue is at stake today. 

Moreover, if the action of the Office of Price Stabilization in slash- 
ing the dealer’s discount is permitted to go unchallenged by Congress, 
there is nothing to prevent the Office of Price Stabilization from 
cutting the percentage discounts or mark-ups of dealers and other 
retail sellers again and again. 

I have confined my statements relative to the revival of Office of 
Price Stabilization of the old OPA cost absorption policy to its effects 
on automobile dealers primarily because as a dealer and the repre- 
sentative of all franchised dealers, I understand our problems. But 
we fully realize that all retailers whose profits margin is based on a 
percentage discount or mark-up will face similar burdens when and 
as the Office of Price Stabilization applies this same cost absorption 
formula to their sales. We were the first to be affected but we will 
not be the last. 

I want to make it crystal clear that the Nation’s automobile 
dealers are not asking a special price concession and are willing to 
carry their full and equitable share of the defense burdens and of 
controls, if controls are necessary. The amendment covering one 
phase of OPS regulations, which we respectfully submit for your 
consideration, would apply to any retail seller operating on a per- 
centage discount or mark-up. 

Our amendment provides that price ceilings established for any 
retail seller whose margin of profit is normally determined by the 
application of a percentage discount or mark-up shall be designed to 
allow not less than the margin of profit as so determined which he 
received during the period of May 24, 1950, to June 24, 1950, inclu- 
sive. It is fair alike to all sellers and would be a safeguard against 
further discriminatory disruption of an industry’s long established 
normal practices. It would also implement the administration of 
the act which Congress obviously intended should be observed. 

To summarize briefly, we have pointed out that although we ques- 
tion somewhat the need for extension of controls over our economy, 
we are fully cognizant of the fact that the Members of Congress are 
best qualified to make that important decision. We do recommend, 
however, that any extension of controls not exceed 1 year and that 
all such controls be removed at the earliest possible date consistent 
with our defense program and national welfare. 
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Second, we have pointed out the need for two highly important 
amendments. One would make automobile credit terms more real- 
istic and equitable and would enable many wage earners to purchase 
the dependable transportation which they need. The other would 
safeguard all retail sellers, who operate like dealers on a discount or 
mark-up basis, from the arbitrary disruption of their industry’s 
normal practices, 

We submit that both amendments are vitally needed, and are in 
accord with the intent of Congress when the Defense Production Act 
of 1950 was enacted. 

The CHAIRMAN. With regard to regulation W, as I understand, the 
only complaint you make is as to the period of amortization? 

Mr. Costiey. Yes. 

The CHARMAN. You think one-third down would be a proper cash 
payment? 

Mr. Costtey. We feel that we can go along with one-third. We, of 
course, would like to have it less, but we realize that we must make 
some concessions, and we would like to go along on one-third to help. 

The CHArRMAN. Instead of 15 months you would like to have 18 
months? 

Mr. Costiry. I would like to answer that the same way, Mr. 
Chairman. We would like 24 months, but we know we can’t go too 
far and we think 18 would be agreeable. 

The CHAIRMAN. I understood that when the period was 24 months 
at one time, that the dealers asked that it be reduced. 

Mr. Cosriey. Our association has never made such a request 
that 1 know of. 

The CuHarrmMan. | think a good many of the dealers did. The 
dealers don’t object to the regulation; do they? 

Mr. Cosrtey. At the moment, yes. This thing is causing our 
inventories to grow weekly and monthly. Fifteen months is drastic- 
ally stopping us from delivering used cars to people who need them. 

The CHAarRMAN. But you think that one-third down cash payment, 
and amortization of 18 months would be satisfactory? 

Mr. Cost.iey. I feel we could work with that. And I believe the 
worker would be benefited by it, sir. 

The Cuatrman. Mr. Brown. 

Mr. Brown. Mr. Witness, I am in favor of the 18 months deferred 
payments. 

Mr. Cosriey. Thank you. 

Mr. Brown. I am a member of the so-called watchdog committee 
and did my best to get the Federal Reserve to give you people 18 
months. You asked for 21, and I suggested the compromise myself. 
I was bitterly disappointed when they didn’t do it. 

Mr. Cosriey. Thank you. 

Mr. Brown. I think there ought to be a third down payment, but 
I think 18 months makes quite a difference. And I don’t think that 
the 3 months between 15 and 18 has any great inflationary effect and 
[ still hope they will reconsider and give you 18 months. 

Mr. Costiny. Thank you, Mr. Congressman. 

The CHAarRMAN. You have stated there has been a considerable re- 
duction in the sale of automobiles, as I understood you. 

Mr. Costiey. Yes, sir. 
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Bon CuarrMAN. Do you feel that has been the result of regulation 

Mr. Costuey. I am positive of it in my own operation, and it js 
showing up all over the country in the same manner. 

Incidentally, I would like to add, Mr. Chairman, that in the exten- 
sion of this act I would certainly like to see, and our dealers would 
certainly like to see, the continuation of this watchdog committee 
that our Congressman from Georgia has mentioned. 

The Cuairman. The “watchdog committee’ has been appointed, and 
I think they have a vested interest in their Office. I don’t think we 
will take it away from them. Some members have suggested that they 
have rubber teeth, that we should give them some harder teeth to 
work with. 

Mr. Parman. I said they could do a lot of barking but not much 
biting, Mr. Chairman. 

The CHarrmMan. Mr. Patman. 

Mr. Parman. When the regulation was put into effect, to the best 
of my recollection, the Federal Reserve Board gave out a statement 
in which it said, substantially, that it was for two purposes: One, to 
arrest inflation, and the other, to reduce or cut down the use of vital 
war materials. 

Is that right? 

Mr. Costiey. Yes, sir; that is my understanding. 

Mr. Parman. Of course, firstly, I think it entered into the question 
of inflation in a very small way, personally. I don’t think it was 
justified for that purpose. 

' Secondly, why make the poor people bear the brunt of the regu- 
ation? 

As it is, the gambler, or the black marketeer, with their pockets 
filled with money, can buy any car they want. They have the money 
to pay for it. But the poor man with character, who has the best 
collateral on earth, can’t buy a car, although he needs it in his work 
because he doesn’t have a sufficient down payment and cannot obligate 
himself to pay so much out of his salary each month. 

So that doesn’t seem to be exactly fair. 

Furthermore, if they were aetually trying—I can’t question their 
sincerity and impugn their motives—but it occurs to me that if they 
wanted to carry that to its logical end, they would have had rationing 
too, so as to cut down on the use of these metals. But they did not 
at any time suggest rationing. 

However, the main thing, I think, is leaving it up to the Federal 
Reserve Board, which I think is very objectionable, and I am going 
to do everything I can to keep the bili from passing in the form where 
the Federal Reserve Board will have any power over this. 

They have demonstrated, I think, that they are too harsh; in fact, 
they are cruel, in the administration of the law. 

ight now, automobiles are being backed up. You have an 
abundance of cars, both old and new cars; is that right? 

Mr. Costtey. Yes, sir. We show in our statement the accumula- 
tion of inventories is very rapid. 

Mr. Parman. Now I will admit that possibly that is temporary. 
If the use of metals is actually cut down, probably the demand will 
catch up with the supply, and vice-versa, in a fairly short time, and 
we will not have that problem. But as of this moment we do have 
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that problem and the Federal Reserve Board is sufficiently realistic, 
it seems to me, that it should take these regulations off entirely, say, 
for 30 days or 60- days, and see what happens. 

Certainly it is a good opportunity for people to invest their money 
in something that is not scarce, and take that money out of competi- 
tion with the bare necessities of life, the prices of which are going 
through the ceiling right now. That would take off the inflationary 
pressure, from the necessities of life, by investing that money in goods 
and commodities that are in plentiful supply at this time. 

And if they wanted to be realistic, it occurs to me they would jump 
at the opportunity of taking that regulation off but I understand 
they are not even considering it. 

Mr. Costtey. They have given us no encouragement. 

Mr. ParmMan. That is convincing to me that they are not realistic, 
and that is why I don’t want to leave it to them. 

Another thing: The Federal Reserve Board is almost wholly 
divorced from the Government. They claim they are an agency of 
Congress. But, of course, that is a convenient claim of theirs, for the 
reason! that [Congress cannot administer a law. It is impossible for 
Congress! to administer ‘a law. If|they make a mistake, Congress 
can’t correct it except through its own cumbersome way of introducing 
a bill and getting it through Congress, which takes months and some- 
times years. 

So they are willing to be an agency of a body that cannot effectively 
administer a law. ut the point is they are not subject to the will 
of the executive branch of the Government. The Government is 
directly responsible to the people, and the members of this Board, 
the seven members, are not elected by the people; they are not in 
any way directly or indirectly responsible to the people; and in a 


democracy it occurs to me that a question wo oer such great power 


as this should be left directly to representatives of the people. 

For that reason, I first would like to keep the powers from going to 
the Federal Reserve Board; and, if we have to yield on something, 
I would be willing for the Executive to have the power, and then if it 
wants to delegate it to the Federal Reserve Board, all right, but it 
would have the responsibility and could take it away any time, 
and change the regulations at any time. 

As it is now, it can’t, because by law the authority is given to the 
Federal Reserve Board. 

I am also going to offer an amendment to restrict the terms and 
conditions because the terms and conditions have been too harsh, 
and certainly they have been unfair. I think certainly if we can’t 
get things done right, we ought to write it into the law, and I propose 
to do that, to make it more liberal. 

Mr. Costtey. Thank you. 

Mr. Parman. I think 21 months would be fair, and maybe 25 per- 
cent down payment. 

Then if we get to the point where we determine to save materials, 
we can put rationing on. It is not fair to make the poor folks assume 
the entire burden of saving materials for the war effort. So generally 
I am in accord with your statement, Mr. Costley, and I expect to 
pursue the policy that I have outlined to you here. 

Mr. Costiey. Thank you, Congressman. 
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Mr. Parman. I am glad your organization supports some of it at 
east. 

The CuarrMan. This is the first time they have ever had price 
ceilings on used cars; isn’t it? 

_ Mr. Costiey. Price ceilings were on used cars in the past war, too, 
sir. 

The CuarrmMan. What effect does that have? Can they adminster 
that equitably? 

Mr. Costiey. It was very difficult to administer during the last 
war; very difficult. 

Mr. Parman. Mr. Chairman, I understood you wanted to get 
through with this witness as soon as possible and I didn’t take any 
more time. 

What is the rule about a member interrogating a witness? I am 
going to submit to anything the chairman suggests and help the 
chairman expedite the consideration of this bill, but I would like to 
know what the rule is. 

The CHarrMan. Well, he makes restrictions but he can’t enforce 
them. We make rules and then the members have a right to violate 
them, so I don’t know, I would like to get through with the hearings, 
though. 

Mr. Parman. What is the tentative program? For how long are 
the hearings set down now? 

The CuHarrman. I don’t know. The program has not been 
definitely fixed. We have got to get through in the early part of 
June, and when the time comes we will stop the hearings. 

Are there any further questions? 

Mr. Mutter. Yes; Mr. Chairman. Very briefly. 

Mr. Parman. There is just one other thing I would like to men- 
tion. Our Committee on Small Business has had hearings in more 
than 20 States. A lot of these hearings were conducted by Mr. Multer 
of New York, and Mr. McKinnon of California, through subcommit- 
tees, and at these hearings, practically every one, we had automobile 
—s testify, and other people who had been hurt by these harsh 
rules. 

I ask unanimous consent, Mr. Chairman, without taking up the 
time, to insert, in connection with this statement I am making now, 
excerpts from the testimony of witnesses in these 20 States in oppo- 
sition to regulation W. 

The CuHarrMANn. Without objection, that may be done. 

(The information referred to is as follows:) 


SumMARY OF TEsTIMONY, REGULATION W 


Sperry W. Miner, Buffalo Automobile Dealers Association, Buffalo, N. Y. 
(representing 160 dealers) : 

Buffalo dealers serve large industrial area, including 240 manufacturing con- 
cerns. Employment is increasing rapidly, and public transportation cannot 
handle defense workers. 

William W. Welton, Syracuse Automobile Dealers Association, Syracuse, N. Y.: 

Industrial employment has increased so greatly that workers are commuting as 
much as 50 miles. Families in suburban areas also need automobiles for shopping 
purposes. 

J. W. McKinnon, Elmira Automobile Merchants Association, Elmira, N. Y.: 

“The present 15-month limitation under regulation W has already created a 
great hardship on many, many people whose need is greatest and who are deter- 
mined to have that good car regardless of consequence or what financial sacrifices 
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it may entail. When the need and desire is great, the result is, insufficient food 
for the family, cashing in war bonds, spending life savings or mortgaging the 
house. If regulation W succeeds in reducing automobile purchases by 30 per- 
cent, it will have a restricting effect on only four-tenths of the 1 percent of total 
purchasing power. The only people that are really curbed in buying cars are 
the people who most need them. 

George Gardner, New York State Automobile Dealers Association, Bing- 
hamton, N. Y. (representing 2,100 new car dealers) : 

The average new car dealer ranks thirty-eighth in net profits among 40 trade 
groups surveyed by the Accounting Corporation of America. 

Tracy Terry, Terry Bros., Patchogue (Brooklyn), N. Y.: 

People in our area drive 70 miles to and from their place of employment. The 
nearest hospital is 15 miles and it is 2 miles to any food stores, so the automobile is 
certainly a necessity. This regulation had this effect on our sales: When they cut 
the financing term to 15 months, within 1 week we had 20 cancellations. A lot of 
these people cannot finance the $1,000 used car today. It seems the Government 
has forgotten those low-income people and small dealers. 

Daniel Rosen, New York Used Car Dealers Association, Inc., Brooklyn, N. Y.: 

The enactment of regulation W has as of this date gone beyond its original 
contemplated purpose and virtually destroyed one of the major industries in the 
United States, composed entirely of small-business men. It has not only attempted 
to curb inflation, but its far-reaching effect has been to virtually wipe out the entire 
used car industry. 

There are in this country approximately 60,000 small-business men in the 
business of buying and selling used automobiles exclusively, and 40,000 dealers 
engaged in the business of buying and selling both new and used automobiles. 
The destructive effect of this regulation has brought to a complete standstill sales 
in the used carindustry. The chaos created by this regulation finds the industry 
in a position where, despite the greatest surplus of automobiles in history and a 
demand on the part of the public for an article that is a necessity in its daily life 
the vendor is unable to sell and the buyer is unable to buy because of the pro- 
hibitive measures of regulation W. 

‘Carl E. Fribley, Pontiac, GMC truck dealer, Norwich, N. Y.: 

Our records prove that since the Federal Reserve Board arbitrarily placed a 
15 months’ limit on the time sales last fall, many workers in war plants—10 to 
25 miles from their homes—have been unable to buy necessary transportation. 
Many small-town doctors, ministers, teachers, and other car users have been 
unable to buy cars under these harsh, stringent, and unnecessary credit terms. 

William L. Mallon, New Jersey Automotive Trade Association, Newark, N. J., 
(representing 1,000 members) : 

“The stringent terms of regulation W prevent many millions of defense and 
civilian workers from purchasing essential transportation they so vitally need. 
The situacion outlined here is really worse today than during the period 1941, 
1945 nore’ 

‘Most all of our dealers have customers who, year after year or every 2 years 
come in and trade, let us say, a 1948 car in for a 1950 car, and they have been 
able to do it. They have steady jobs, a good credit standing, but not much 
capital, so they have been able to make that deal, which they needed. If these 
people are given the privilege of buying on longer terms, they will have more 
reliable transportation at their command to carry on their work, and I don’t 
believe it will tend to any inflation. 

“We also find many of our purchasers selling Government bonds in order to 
meet the down payment required under the stringent terms, and that does not 
seem just right. I think we would all be better off if the money remains in the 
bonds and the purchaser be accorded a little longer time to pay out.”’ 

Louis E. Baker, Baker Auto Co., and also treasurer, National Used Car Dealers 
Association, Providence, R. I.: 

Stringent requirements of regulation W have slowed down used-car sales. The 
rearmament program made this ‘‘disaster area’”’ a great production area. Workers 
need automobiles for transportation to work, also naval personnel need cars to 
go to and return from Quonset and Newport. 

William Plunkett, secretary, Massachusetts State Auto Dealers Association, 

Worcester, Mass.: 
_ “With reference to regulation W, which was set up to limit sales, it is more than 
limiting sales—it is killing an industry. Further, it is limiting strictly the work- 
ing man to driving around in a jalopy, when apparently in the foreseeable future 
he is going to need dependable transportation to do the job he will have to do.”’ 
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Philip S. Dunlap, President, New Hampshire Auto Dealers Association, Con- 
cord, N. H. (Representing 300 dealers.) 

The expected shortage of new cars has not materialized, so that there is yo 
danger of an inflationary situation arising in the automobile industry. 

“Tt is our contention that the regulation should be geared closely to the situation 
at any given moment. We think that the terms of regulation W should be elastic 
enough so that, when you get a tremendous inventory situation of used auto- 
mobiles which are standing idle in dealers stocks.”’ 

A total of 123 New Hampshire dealers reported to the association that they 
have more than $1,500,000 of used ear stocks. This would mean an inventory of 
about $5,000,000 for the 300 members of the association, which is greatly in excess 
of normal. 

“We believe that so long as new cars continue to be available in reasonable 
quantities and so long as there is absolutely no evidence of any overselling there 
is no point to continuing to restrict the terms to the point where the used car 
buyer who needs essential transportation should have to continue to run a vehicle 
which is not safe.’”” Removal of regulation W would not cause an increase in 
prices because of competition in the industry. 

James P. Mayo, Pontiac dealer, Nashua, N. H.: 

“If regulation W is to control the use of metal in automobiles and restrict pro- 
duction of automobiles, then it is just as sound at 15 months as it possibly could 
be, but there is no evidence that there is any reduction in the production of new 
automobiles.” 

James R. Johnson, president, Connecticut Automotive Trades Association, 
Hartford, Conn. 

We must have relief from the stringent regulations imposed by the Federa| 
Reserve Board, and increase the maturity payments. The auto retailer is caught 
between the squeeze of high new car production and the inability of the public to 
buy our products at present prices without extended time payments. We cannot 
sell our share in a 5 million car-year at present prices under restrictive controls. 

Larry Stage, Retail Automobile Dealer, La Fayette, Ind.: 

A survey among Indiana automobile dealers in January, 1951, showed an 
inerease in fixed overhead expenses averaging more than 28 percent above the same 
period of 1950. n 

As result of regulation W, ‘‘dealer inventories of used cars are the highest in 
the history of the industry, and unless this condition improves dealers will be 
forced to discontinue accepting used cars in trade.’’ It is requiring the used car 
buyer to continue to drive an old, unsafe, unsatisfactory automobile, because 
he cannot afford to make the payments on a later model used car. 

Arthur Vivian, vice president, Automobile Dealer’s Association of Indiana, 
Indianapolis, Ind. (composed of 1,142 new car dealers) : 

“One disastrous result (of regulation W) is that a high precentage of families 
which were used car buyers and many of whom are essential factory workers can 
no longer buy dependable used cars. As a consequence, dealers have the highest 
used car inventories in their history and unless this condition improves it will be 
necessary for dealers to discontinue taking used ears in trade.’”’ Regulation W 
has decreased used car sales by 30 percent. 

Orville R. Harrod, president, Kentucky Automobile Dealers Association, 
Frankfort, Ky. 

Legitimate dealers want to finance sales on a sound basis. However, the 15 
months’ limit on payments is not flexible enough to meet reasonable demands. 
There should have been some difference made in the term of payments on late 
model cars and older cars. This would have been equitable and fair. Credit 
restrictions as they stand now are unfair to a lot of purchasers. Some sensible 
changes‘should be made in regulation W. 

James L. Paddock, Pontiac dealer, Louisville, Ky.: 

Regulation W has hurt used car sales ‘‘tremendously.”’ ‘‘Regulation W is 
going to eventually cripple the man who is going to work.” 

F. O. Rice, president, Arkansas Automobile Dealers Association, Pine Bluff, 
Ark.: 

As a low-income, agricultural State, Arkansas is dependent upon automobile 
transportation. Arkansas is forty-seventh State in per capita income, so credit 
controls affect it more seriously than other States. 

Alton Farris, president, Atlanta Automobile Dealer Association, Atlanta, Ga.: 
(representing 520 dealers in Georgia Automobile Dealers Association). 

Most dealers derive the major portion of their profits from the top 10 or 15 
percent of their saies, so a decline of that amount in sales affects them drastically. 
Essential workers are finding it difficult to purchase cars needed for transportation. 
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J. C. Downing, vice president, National Used Car Dealers Association, Atlanta, 
Ga.: 
“During recent weeks the used-car business has been almost completely fenced 
in by Federal price and credit controls. By October 16, 1950, the date on which 
the 15-month rule was announced, used automobile prices had already dropped 
9 percent below the August 1950 level. Yet that regulation was tightened while 
prices were declining and without consulting the industry as intended by Con- 
gress.” Regulation W, “‘penalized most of the men who contribute least to in- 
flation—namely the wage earner who must buy his transportation on a pay-as- 
vou-go plan.” Credit and price controls over the industry are unnecessary 
“because of the unprecedented rate of new car production and because of the smal] 
proportion of the consumer’s dollar accounted for by automobile purchases.’ ’ 

0. C. MeAllister, Studebaker dealer, Albuquerque, N. Mex.: 

The essentiality of the automobile as a means of transportation is accentuated 
in sparsely settled areas. In such communities the defense worker must rely 
chiefly on the automobile to bring him to his work. ‘Regulation W must be 
amended to permit longer credit terms,’ in order that essential workers can secure 
transportation to defense plants. 

Tom Blundell, Tom Blundell Motor Co., Dallas, Tex.: 

The operation of present credit controls is felt primarily by the low-wage 
earner. Because of these restrictions the old prewar cars have taken an advance 
in price, since they can more easily be purchased on the 15-month basis. As a 
result, the average wage earner is obtaining less value for his money. He should 
be permitted to buy more up-to-date transportation commensurate with his 
income. “Instead of helping the defense effort loss of time and manpower is 
caused by faulty and dangerous transportation; to and from work.” 

R. J. Price, new car dealer, Dallas, Tex.: 

Prior to the imposition of regulation W, the average monthly income of the 
automobile term buyer was from $280 to $310 a month. Since the 15-month 
restriction this same transportation is being purchased by individuals with an 
average income of $480 to $490 per month. ‘‘What we have done is to cut out 
the man who was making a below $450 or $400 a month from buying necessary 
transportation.” 

Carl Cox, new car dealer, McKinney, Tex.: 

The 15-month payment plan is not within the reach of the average wage earner. 
tegulation W is discriminating against these people * * *.”’ A recent survey 
points out that the automobile is more essential to the wage-earning class than to 
any other group. These figures show that “27 percent of all new cars were 
purchased by skilled and unskilled workers (and) 68 percent of all used cars were 
purchased” by this same class of buyers. 

William J. Cleveland, Ford automobile dealer, Crowley, La.: 

The restricted credit provisions of regulation W preclude the sale of a motor 
vehicle to those of moderate means. Since the adoption of this order ‘‘the 
volume of new car sales in Louisiana has been reduced by more than 15 percent 
and the volume of used-car sales has been reduced by some 50 percent.” 

A. Stoes sel, Moore-Stoessel Motor Co., Crowley, La.: 

Inventories of new cars are increasing because of the limited number of buyers 
who are able to meet the financing under regulation W. This constitutes an 
extreme hardship on dealers, many of whom are suffering actual losses. 

David, E. Castles, Castles- Wilson Buick Co., St. Louis, Mo.: 

Current restrictions are more drastic than the situation demands. The objec- 
tive of the Federal Reserve Board could be met with more lenient terms of down 
payment and length of time for payment. Such a plan of action would eliminate 
the hardship presently imposed on the vast majority of car purchasers as well as 
the automobile dealers. 

Dan Coppin, Dan Coppin, Inc., Jefferson City, Mo.: 

Dealers in a precarious financial position as they do not have capital surpluses 
to safeguard their businesses against hardships confronting them. Personnel are 
being released because of the dealers inability to keep sales up under present 
restrictions. 

Walter Tufford, De Soto-Plymouth dealer, San Diego, Calif.: 

The freight differential problem for west coast dealers has not been taken into 
consideration in the issuance of regulation W. The same type of car sells on the 
west coast for $260 to $300 more than it costs in an eastern city. This works a 
very definite hardship on individuals who need low-cost transportation. 

_ The action of the Federal Reserve Board in promulgating this order without 
rae conferring with members of the industry emphasizes the arbitrariness of their 
decision. 
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John E. Raine, Automotive Trade Association of Virginia, Lynchburg, Va.: 
The individual who is presently operating a car 10 to 15 years of age is unable 
to replace such a vehicle with a newer model under regulation W. This order 
“forces monthly payments on the lowest priced new cars above a hundred dollars 
a month” which is substantially above what the person of average income is able 


pay. 

W. T. Robey, Jr., automobile dealer, Buena Vista, Va.: 

Regulation W would be acceptable if it fell with equality on all dealers alike. 
However, no consideration is given to the size of the unpaid balance on a term 
purchase plan, with the result that the higher-priced cars are in an unfavored 
sales position in comparison to those in the low price ranges. 

H. H. Rutrough, Rutrough Motors, Roanoke, and Lynchburg, Va.: 

Dealers in the higher-priced cars are particularly handicapped by credit contro! 
restrictions. Dealers are going into debt in order to carry trade-ins they are un- 
able to sell. Unless relief is granted soon many will be forced to liquidate. 

T. A. Williams, North Carolina Automobile Dealers Association, Greensboro, 
N.C.: 

The restrictions of regulation W have done little to halt inflation. On the con- 
trary they have forced the public to dissipate their savings in order to provide 
themselves with essential items, such as the automobile. 

Sales of higher-priced cars have been substantially curtailed by the regulation. 

M. Brack Wilson, B. & R. Wilson, Inc., Smithfield, N. C.: 

Some adjustment must be made in the provisions of regulation W to eliminate 
discrimination against the low wage earner. 

Otis W. Dresslar, Nashville Automobile Trade Association, Nashville, Tenn.: 

The 15-month restriction is an unfair and unnecessary provision. ‘‘A contract 
for the purchase of a new automobile, with one-third down and up to 24 months for 
repayment, is sound business, and its continuance could not add to the inflation- 
ary tendency in this country.” 

The Cuarrman. Mr. Multer. 

Mr. Mutter. Your association does not oppose ceiling prices on 
used cars; does it? 

Mr. Costirey. No, sir; we are making no opposition on that. 

Mr. Mutrer. If I understand you correctly, your association takes 
the position that controls are necessary at this time, during this 
emergency, and that all you are asking is that they be fairly imposed 
and fairly regulated? 

Mr. Costriey. Definitely correct, Congressman. 

Mr. Murer. And your association has evidenced again, as you did 
in World War II, a desire to cooperate with the Government and do 
the best job you can? 

Mr. Costitey. We submit all of our facilities for that panes. 

Mr. Mutrer. You have presented a case to the Federal Reserve 
Board so far as regulation W is concerned and have gotten no relief 
and no promise of relief? 

Mr. Costiey. That is correct. ; 

Mr. Mutrer. I think personally that Mr. Patman’s suggestion is 
the only way we are going to accomplish any result with regulation W 
or any other credit restrictions or regulations that are imposed. It 
is all right to give it to the Federal Reserve Board in the first instance, 
but if they are going to be the law unto themselves, we have the choice 
either of taking the power from them and having no controls, or giving 
to another agency, and I think we should leave it with the Federal 
Reserve Board as long as they are doing the right thing; if they do not, 
take it away from them and give it to another Federal agency. 

Mr. Parman. Wouldn’t the Federal Trade Commission be a good 
agency to do it? 

Mr. Mutter. It might be a very good agency. The point we 
must bear in mind is, if we are to have an over-all stabilization pro- 
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ram, your top man, whether it be the President or the man he names— 
Johnston or Wilson or somebody else—must be able to say to the 
agency that controls credit, “You must do it this way.” 

“You must integrate your program with the rest of the program. 
If not, the whole program will collapse. I think it is ridiculous to 
control $3 billion of credit and let $37 billion of credit run wild other- 
wise. That must be the result as long as the bankers control the 
credit. Credit is their business. As long as you have those men in 
charge of the program, it is not going to work. 

With all due deference to your association, you wouldn’t want your 
association, as an association, to control the automobile industry. 
There might be a man come out of your industry to do it, but you 
wouldn’t want your industry to control it. Pressures would be too 
great and prices would collapse. 

Mr. Costiny. That is right. This we would like to add, Mr 
Multer, to the fine things you have said. Whatever agency may 
ultimately handle our situation, we must have, with present prices, 18 
months or longer for these people who actually need the cars. 

We are denying, with our present plan, only those who need the 
cars. The people who have money get cars. The people who have 
private banking arrangements get cars. It is the worker who makes 
$275 or $300 a month who is unable to meet these terms. Who 
actually needs the car to go from the city to the suburbs, or from the 
city to the defense plants, and he ean’t buy these cars. 

Mr. Mutter. That is the testimony that we have received from 
one end of the country to the other, when we were conducting these 
hearings Mr. Patman mentioned. 

There is a gentleman, Mr. Nat Koeppel, sitting in the audience 
there now who is an automobile dealer in Queens. Most of his area 
can be classified as a defense area, and the workers in his community 
can’t go in there and buy a car from him, because they can’t meet 
these terms. 

Now, the down payment may or may not stop them from doing it. 
| think by and large that would not be the real objection, but if a 
man figures he has got to pay a certain sum each week or each month, 
on account of the purchase of that car, he knows what his wages are, 
he knows what he needs for rent and to maintain his family, and if he 
can’t get that car because he hasn’t enough money to go around, over 
an 18-month period, he might, he has got to do without the car and 
something in the economy is going to suffer, particularly in these 
times when we are trying to speed up production. 

Mr. Costiey. Congressman Brown is well familiar with the situa- 
tion in Atlanta relative to the reactivating of the Bell bomber plant. 
There is no public facility that can service that plant. It must be a 
private automobile that the worker himself owns and he can’t buy it 
under these terms. 

Mr. Mutter. There is just one other point I want to touch upon, 
to which you have referred. That is the question of the ceiling price 
which has been fixed by the Office of Price Stabilization. 

Before I get to that, I might say it would be quite impossible for us 
in the Congress to go along with your recommendation to amend the 
Defense Production Act, so as to write into it what down payment 
and terms of credit should be applicable in vour industry, because if 
we do it in your industry we would have to do it for refrigerators, 
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television sets, we would have to go in and control the retail credit 
and say when they should or should not extend credit. That would 
be impossible. That is administrative. That is the point Mr. 
Patman was trying to make. 

We can write the general principle but the agency that is going to 
administer it must be a responsible agency responsive to the needs of 
both the consumer and the people in the industry. 

Now, with reference to your statement on prices, I think you indi- 
cated that you had submitted your case to the Office of Price Stabi- 
lization? 

Mr. Costiey. Yes. 

Mr. Mutrer. I think—I say this with due reference—that you 
haven’t presented your case properly there. When we first heard the 
testimony on the question of the ceiling price, and the automobile 
dealer not being permitted to pass on to the customer more than the 
exact increase in price that the manufacturer was charging, my re- 
action was, Why should the dealer be permitted to charge any more to 
his customer solely for the purpose of collecting another seventy or 
eighty dollars, which he collects at the same time, without any more 
bookkeeping or expense? 

But your industry overlooked presenting, I think until we got to the 
Brooklyn hearing, the fact that it isn’t just a matter of collecting that 
seventy or eighty dollars. You must pay on the seventy or eighty 
dollars, your salesmen’s commissions, you must pay interest on that 
—because there are very few dealers who can go out and buy their 
cars for cash, so if a man is buying a hundred cars he must get financing 
from the banks, and he has to pay interest on that overage—and in 
addition to that in most cities and States, like New York, you have a 
gross-receipts tax and a franchise or occupancy tax based on gross 
receipts, so you are paying a tax on that overage, and you can’t collect 
it. You den’t collect the additional commission; you don’t collect the 
additional interest; vou don’t collect the additional tax that you pay. 

I am not talking about a sales tax, which is passed on to the cus- 
tomer. I am talking about the taxes on your business, which cannot 
be charged to the customer. I think those things should be presented 
in that light to the Office of Price Stabilization. If they are, I think 
you will get the relief you are entitled to. 

Mr. Costitey. Congressman Multer, you have made such a fine 
presentation of our point, I would like to have you do it quite often. 
Thank you. 

Mr. Mutter. Thank you, Mr. Chairman. 

The CuarrMan. Any further questions? 

Mr. Deane. Mr. Chairman. 

The Cuatrman. Mr. Deane. 

Mr. Deane. I have just one question of Mr. Costley 

What is your position with the National Automobile Dealers Asso- 
ciation? 

Mr. Costiey. I am vice chairman of the public affairs committee. 

Mr. Drann. And your statement represents the composite view 
of the National Automobile Dealers Association? 

Mr. Costtey. Yes, sir. 

Mr. Deane. I might state for the record, Mr. Chairman, I had a 
letter this morning from Mrs. Bessie Phoenix, who is executive secre- 
tary of the North Carolina Automobile Dealers Association, who 
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commended to the committee Mr. Costley as being a gentleman that 
their association respects. 

The question I want to ask, Mr. Costley, is this: When did regula- 
tion W go into effect? 

Mr. Costiey. I think it has been in effect approximately 7 months. 

Mr. Deane. On that particular date, what was the cost of, say, a 
1949 used Ford or Chevrolet or Plymouth? 

Mr. CostLey. In my own territory—bear in mind that there is a 
variation in prices due to freight—but in my own territory, a 1949 
Chevrolet or Ford or Plymouth would bring about $1,400 or $1,500— 
$1,600 in rare sections. 

Mr. Deane. What is the cost of that car now? 

Mr. Costiey. Probably $1,200 or $1,300. 

Mr. Drang. $1,200 to $1,300? 

Mr. Costiey. Yes, sir. 

Mr. Deane. I assume that the idea of the Federal Reserve System 
was to accomplish that fact. 

Mr. Costiey. I don’t think regulation W was put in to control or 
to affect prices. It was not my understanding that that was the 
purpose of regulation W. 

Mr. Deane. I don’t altogether agree with my colleagues who have 
preceded me. I have had a great deal of respect for the Federal 
Reserve System. I can see the problem facing your industry, the 
need of the average wage earner for reasonable priced transportation. 
The wage earner is faced with a heavy responsibility in the meeting of 
these payments within this period of time, of course, and I am not 
asking this next question to imply anything, but I would like to point 
out that since the institution of regulation W, as I pointed out to my 
dear friend, Wright Patman, the other day, I don’t believe I have had 
a dozen letters from individual people complaining about the present 
regulation. , 

Don’t start a barrage of letters on me, because Members of Congress 
today are having to get additional appropriations for clerical staffs. 

Would you reason with me on this point? 

Mr. Costiey. Congressman Deane, I think if you would take—I 
started to say some of your spare time, but knowing full well how 
crowded you. are for time—if you could take the time to talk to dealers 
in your distriet—— 

Mr. Deane. I will amend my statement by saying that I have 
talked with the dealers, and they have all given me the same reaction 
— have. But I am thinking about the people who are directly 
involved. 

Mr. Costiry. I am afraid the people who are directly involved 
simply accept the fact and go back home without the car, not knowing 
that they should inform you and other members of this committee if 
they want relief. 

Mr. Parman. Would you yield to me, Mr. Deane? 

Mr. Deane. Yes. 

Mr. Parman. Of course, the people in your district have a very 
high regard for you and know you have good judgment, as a member 
of this committee, and having that regard and respect for your 
judgment and alertness , they feel that you will do what is perfectly 
obvious in their behalf. 


~_ 








1202  #DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


Therefore, it is unnecessary for them to lay down a barrage of 
letters and telegrams. 

Mr. Costiey. I think we could get the letters if they would help. 

The Cuarrman. There could be no issue of that type, so there is 
no use prolonging that discussion. 

Mr. Deane. I share the feeling that we should relax the regulation. 
I am concerned about relaxing in one direction. Witnesses who pre- 
ceded you and who will follow you, are demanding the complete 
elimination of controls. My position has been that as long as we have 
serious inflation we must stabilize prices, wages, and credits. I see 
no other end to this inflationary spiral. We will not be able to pass 
taxes fast enough to take care of the problem. Unless we join hands 
in coming to grips with the problem we are not being fair to our brave 
soldiers in the field. 

Mr. Costtey. I hope you will appreciate that we came in with a 
perfectly candid proposition. We didn’t come in with one that we 
thought would be unworkable or one that we thought we could trade 
down on. It is a completely realistic program of 18 months. 

Mr. Deane. I appreciate that. 

Mr. Brown. Would you yield, Mr. Deane? 

Mr. Deane. Yes. 

Mr. Brown. Recently, the Georgia Legislature passed a 3-percent 
sales tax. Is that passed on to the consumer? 

Mr. Costtey. Yes, sir. 

Mr. Brown. Did the Federal Reserve Board take that into con- 
sideration in fixing the ceiling on used cars? 

Mr. Costiry. No, sir; there is no change—yes, the tax can be added 
to the ceiling. 

Mr. Deane. On that point, Mr. Brown, we have had in North 
Carolina for a number of years a sales tax. That is always passed on; 
is that true? 

Mr. Costuey. Yes. 

Mr. Deane. But the franchise tax and the gross receipts tax are 
not passed on? 

Mr. Costiey. That is correct. 

Mr. Deane. These must be absorbed by the dealer unless the 
OPS gives you the right to increase it? 

Mr. Costiey. That is right. 

Mr. McKinnon. Of course, you have a number of different freight 
zone rates, don’t you, which makes a car cost more, say, in Georgia, 
than it does in Michigan? 

Mr. Costiey. Correct. 

Mr. McKinnon. It costs more, perhaps, in Texas or California 
than in your district? 

Mr. Costiey. Correct. 

Mr. McKinnon. Don’t you agree that creates an even greater hard- 
ship on these people in the far-away zones who have to buy cars? 

Mr. Costiey. We make that point in our statement, that a pur- 
chaser in Detroit is under great difficulty to comply with these regula- 
tions, but one in California would be in even worse position. 

Mr. McKinnon. If we set an 18-month limit for an automobile 
purchaser, say, in Detroit, it would be logical to set it even a little 
bit longer for one in California or Washington or something like that? 
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Mr. Coster. Certainly so. You are dealing with a greater bal- 
ance there, even on the same car. 

Mr. McKinnon. I want to compliment you on your statement. 
It is the first time I ran into a car dealer who gave his absolute bottom 
price at the first pitch. 

Mr. Costiey. Thank you. 

Mr. Brown. He is just a typical Georgian. 

Mr. Costiey. Thank you, Congressman. 

The CHarRMAN. Are there further questions? 

Mr. Coster. I think you made a fair statement. You have ex- 
pressed no position as being rebellious to the program. I am sure 
you want to go along with the program as far as you can and have a 
perfect right to come here to speak in the interests of the industry 
you represent. We are very glad to have you. 

" Mr. Costiny. That you, Mr. Chairman, and thank you, gentleman. 

The CHarrRMAN. Call the next witness, Mr. Clerk. 

Mr. Hatianan. The next witness is Mr. William H. Ruffin, presi- 
dent of the National Association of Manufacturers. 

The CuarrMAN. You may proceed, Mr. Ruffin. 

Mr. Deane. Mr. Chairman, I would like for the record to show that 
Mr. Ruffin is a citizen of my State of North Carolina, and that we 
respect him highly in our State, and I am sure that the committee is 
glad to have him appear. 

The CHarrMAN. We are also glad to have a representative of that 
association appear. You may proceed, Mr. Ruffin. 


STATEMENT OF WILLIAM H. RUFFIN, PRESIDENT OF THE NA- 
TIONAL ASSOCIATION OF MANUFACTURERS, ACCOMPANIED 
BY RALPH W. ROBEY, VICE PRESIDENT, AND LAMBERT H. 
MILLER, GENERAL COUNSEL 


Mr. Rurrin. Mr. Chairman and gentlemen of the committee, my 
name is William H. Ruffin. I am president of Erwin Mills, Inc., of 
Durham, N. C., manufacturers of cotton and rayon textiles. 

Iam also president of the National Association of Manufacturers, in 
which capacity I appear here today to discuss the proposed extension 
and amendment of the Defense Production Act of 1950. 

May I introduce Mr. Ralph W. Robey, on my left, vice president of 
our association and chief economist, and on my right, our general 
counsel, Mr. Lambert H. Miller. 

Under current national emergency conditions we take no particular 
exception to the present provisions of the Defense Production Act in 
title I, covering priorities, allocations and hoarding, in title II on 
requisition of property, in title III on the expansion of production 
capacity and supply, in title VI on control of consumer and real estate 
credit, and in title VII on general provisions. 

We are opposed to the extension of title IV on price and wage 
stabilization and we are convinced that the proposed amendments 
would place in the hands of the executive branch of the Government 
powers which have no conceivable place in a program designed to 
increase the military and economic strength of the Nation and to 
protect the freedom of our people. 
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Let me review the vast powers which the executive branch of the 
Government has asked that you confer upon it in these amendments: 

1. You are asked to give the President the authority to condemn 
for permanent Government use any real or personal property thereon 
which he decrees is needed for the national defense and to give him 
the right to exercise this power without even notifying the owner of 
such property that it is to be taken over. 

2. You are asked to give the President the authority to erect or 
construct plants, factories and other industrial facilities for the 
purpose of manufacturing, producing or processing materials said to 
be necessary to the national defense and to engage in the marketing, 
transportation, and storage of such materials. 

3. You are asked to give the President the authority to create any 
new Government corporations that he rules would aid the defense 
effort. 

4. You are asked to approve unlimited authorization for appro- 
priations for the executive branch of the Government to use in any 
way it rules would aid the defense effort. 

5. You are asked to confer upon the executive branch of the Gov- 
ernment the authority to buy foreign agricultural commodities and 
sell them at any price in our domestic market regardless of their cost 
or the domestic price of such commodity. 

6. You are asked to confer upon the executive branch of the 
Government the authority to purchase metals, minerals and prac- 
tically all other materials and commodities for Government use or 
resale at whatever price the Government decides. 

7. You are asked to give the executive branch of the Government 
the authority to grant subsidies on any domestically produced mate- 
rial, including agricultural commodities. 

8. You are asked to confer upon the President the authority to 
obtain ‘‘by regulation or otherwise” from any person any information 
he may deem— 
necessary and appropriate for measuring the adequacy of existing legislative and 
administrative provisions for the national defense. 


9. You are asked to confer upon the President the authority 


to dispense with any of the statistical work in which any executive department 
or establishment, by another provision of law, is directed to engage. 

This is by no means a complete list of the suggested amendments 
and additional powers requested, but it should be adequate to indicate 
the extent to which you are being requested to vest virtually complete 
and absolute control over our economic system in the executive 
branch of the Government. 

These requested powers taken together obviously could lead to the 
destruction of our American economic system. Taken together, these 
amendments would place in the hands of the executive branch of 
the Government powers comparable to those exercised by foreign 
dictators. 

Let me put the matter in different words. If these amendments 
were to be enacted, here in the name of defense is what you will 
have created: 

1. Unlimited authority for the executive branch of the Government 
to condemn and permanently take over any property it may desire. 
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2. Unlimited authority for the executive branch of the Govern- 
ment to operate plants and to sell and buy in any way that it may 
please. 

3. Unlimited authority for the executive branch of the Government 
to set up any and as many corporations as it may desire. 

4. Unlimited authority for the executive branch of the Government 
to finance and operate any and as many corporations as it may 
desire in the name of defense. 

5. Unlimited authority for the executive branch of the Government 
to buy any commodities, either foreign or domestic, and dump them 
on our domestic market at any price it may desire. 

6. Unlimited authority for the executive branch of the Government 
to subsidize any individual producer or industry to whatever degree 
it may decide. 

7. Unlimited authority for the executive branch of the Government 
to demand and publish any information it may desire from any indi- 
vidual or corporation regardless of the effects of such publication 
upon such individual or company. 

8. Unlimited authority for the executive branch of the Government 
to censor or suppress any governmental statistics of business or 
Government operations. 

It is almost incredible that the executive branch of any government 
should ask for such powers in the name of “defense of freedom,” 
because clearly any government which has these powers could at any 
time it so decided substitute government ownership and operation 
for private enterprise from one end of the Nation to the other. 

We are opposed to the granting of these additional powers to the 
executive branch of the Government for the following reasons: 

1. Titles I and II of the present act and section 18 of the Selective 
Service Act provide more than ample power to assure that defense 
orders are filled. Accordingly, there is no justification for extending 
the power to condemn real property. 

2. American industry has shown itself to be not only capable but 
willing, when given the opportunity, of meeting the military needs 
and providing adequate goods for the civilian population. If in- 
stances may arise where highly specialized munitions plants which 
have absolutely no value other than for defense purposes are needed, 
then Congress should pass on these instances individually. It is a 
notable fact that in the testimony to date no evidence has been offered 
of any failure on the part of industry to meet all calls made upon it. 

3. The authority to create new Government corporations was pro- 
posed in the original Defense Production Act and was refused by 
Congress on the basis that more control over defense expenditures 
could be exercised by Congress if administration of the defense pro- 
gram was handled by the regular Government agencies through normal 
appropriation procedures. Nothing has happened since to change 
the wisdom of this decision. 

4. Under the present act, the Treasury is authorized to lend various 
agencies engaged in defense activities up to a total of $600 million 
and there is a further authorization of appropriations of $1,400 
million. Thisis more than adequate. There are never any conditions 
which justify giving the executive branch of the Government un- 
limited authority to enter any field of activity, regardless of cost and 
with no supervision by the Congress. 
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5. The prohibition of the present act against selling foreign agri- 
cultural products or domestic agricultural products below the current 
price or support price, whichever is higher, should be continued. 
There is no justification for the Government having the power to 
dump foreign agricultural commodities on our domestic market and 
thereby wrecking the price that our own producers may receive. 

6. No evidence has been presented justifying the request for author- 
ity to buy and sell metals, minerals, and ne materials and com- 
modities regardless of cost. 

7. No evidence has been presented that the executive branch of 
the Government should have unlimited authority to pay subsidies. 
This power is sought only to cover up the injurious effects of direct 
wage and price controls. Industry is opposed to the use of subsidies 
for such purposes. It maintains that even defense production sub- 
sidies should be considered only in extreme cases and only after all 
other means of stimulating output consistent with the operation of 
free markets have been found inadequate. 

8. The executive branch of the Government has wide powers at 
present for the collection of necessary information. There is no justifi- 
cation for giving the President the same wide latitude in conducting 
investigations that currently is exercised by committees of the Cong- 
gress. 

9. Under no conditions should the executive branch of the Govern- 
ment be permitted, without regard to the wishes of the Congress, to 
dispense with 
any of the statistical work in which any executive department or establishment, 
by another provision of law, is directed to engage. 

Such a provision would make possible the worst kind of censorship and 
if ever used would prevent the public from being properly informed on 
matters of vital significance. 

We should now like to turn to title IV which deals with price and 
wage controls. It is our judgement that the authority contained in 
this title should be allowed to expire June 30 of this year. This posi- 
tion is based upon the firm conviction that wage and price controls 
will neither accomplish, nor make any contributions toward, the ob- 
jective of preventing inflation. 

Wage and price controls hinder, not help, production. The record 
of the last war with its shortages of white shirts, shoes, clothing and 
many foods, such as meat, makes this clear. 

Wage and price controls breed black markets, undermine character, 
and encourage lawlessness. 

Finally, and most important at this time, wage and price controls, 
regardless of how well administered, zive the public a false hope that 
inflation will be arrested and the value of the dollar preserved. The 
very existence of such controls makes it increasingly difficult to obtain 
an effective anti-inflation program. 

Such a program in briefest terms would require: 

1. Effective use of the powers of the Federal Reserve System to 
prevent the private credit system from contributing to further infla- 
tion. 

2. A sincere and serious program of Government economy with a 
view of holding both military and civilian expenditures to the mini- 
mum necessary to do the job. 
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3. Keeping the Government constantly on a pay-as-we-go basis, 
including the military program and any foreign aid. 

4. Raising the necessary taxes for covering expenditures in a man- 
ner which will make the maximum contribution to the curtailment of 
inflation and will impose the minimum handicap to increased produc- 
tion. This means, in our judgment, that the actual revenue must be 
raised largely through broadly based consumption taxes. 

5. Protect the incentives for increased productive efficiency. We 
should continue to rely upon the free market for the 80 to 85 percent 
of our economy which will not be directly and immediately related to 
the defense effort. Only by the protection and ercouragement of 
such free markets can we hope to get the maximum efficiency in pro- 
duction, the expansion of facilities and the endless searching for sub- 
stitutes and new products which will assure that the living standards 
of our civilian population are kept at the highest possible level. 

We are aware of the frequently stated view that while such a 
program as just outlined might be desirable, it has little possibility of 
enactment and, in consequence, since the public is demanding that 
inflation be stopped, the Congress has no practical, political alternative 
but to continue price and wage controls. The issue is not this simple; 
it is not a question of wage and price controls or a program such as 
we have outlined. Wage and price controls cannot prevent inflation. 
If one overlooks shortages, black markets, deterioration of quality, 
bribery and chiseling, it may appear that such controls temporarily 
and to some extent slow up inflation. 

And if you add a system of subsidies you may succeed temporarily 
in hiding the inflation from the general public and keep them from 
realizing that they are paying for it in another way. The public will 
not for long be satisfied with such fraudulent handling of the inflation 
problem. 

The public is asking for the elimination of inflation and we are in 
complete agreement with this objective. It is for this reason that 
we maintain that the basic issue confronting this Nation today is 
not a program such as we have outlined versus wage and price controls, 
but a program such as outlined versus inflation. Fail to adopt such a 
constructive program of Government economy, fiscal and credit 
controls, and increased production, and we will have inflation regard- 
less of what is done in the field of price and wage controls. 

There are certain factors which will have a direct bearing upon the 
inflationary potential in the months ahead. These are important be- 
cause of recent statements by various administration officials to the 
effect that the greatest inflationary pressures will come in 6 to 9 months 
from now. 

Bear in mind that inflation is the result of more purchasing power 
coming into the market to buy goods than there are goods available. 
This means inflation can result either from a relative increase in the 
supply of money or a relative decrease in the supply of goods. 

As to the possibility of inflation in the coming months arising from 
the increase in the relative supply of money, the situation is quite clear. 
With the Government stepping up its expenditures in large volume, 
there necessarily must be a significant increase in the supply of money 
unless taxes are increased correspondingly. On this side of the equa- 
tion, therefore, the outlook for inflation depends primarily and almost 
exclusively upon fiscal and credit policies. 
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On the other side of the inflation equation—the supply of goods and 
services—we necessarily have to deal with projections and estimates, 
The basic issue is how much the Government will take for its military 
program and what will be left to meet the civilian demands. ; 

According to official estimates, the demand of the military wil! 
not go above 15 percent of our gross national product by the end of 
this year and, at the maximum, will not exceed 20 percent of our 
gross national product. This means, therefore, that from 80 to 85 
percent of the total product of this country will be available for 
civilian uses. 

How well off will our civilian population be with 80 to 85 percent 
of our total product? A quick perspective on this question can he 
obtained by recalling that our over-all manufacturing capacity in 
physical terms, not in terms of dollars, is now a third greater than in 
1946. Since 1939, our capacity has increased by 75 percent and 
something close to an additional 10 percent will probably be realized 
by the end of this year. 

Clearly, therefore, 80 to 85 percent of our total production will 
leave us a long ways from austerity. 

The answer that is made to such over-all statistics is that the 
impact of the defense load is not spread evenly over the entire economy 
and hence such figures are meaningless. Let us look at some of the 
details, giving attention first to the supply of durable goods that will 
be available to the public, since this is the particular section of the 
consumer demand which comes most closely to using the same raw 
materials as will go into defense production. The following figures 
on items which are termed “the major consumer durables” are from 
the report of the Director of Defense Mobilization: 

Production of passenger automobiles*will be almost as great as in 
1949 and about 20 percent higher than in 1948, which was considered 
a banner automobile year. 

Refrigerator output will be only slightly below 1950 and greater 
than in any previous year. 

The output of television sets will be about twice as great as in 
1949. 

Radios in 1951 will be equal to 1950 and will be about 40 percent 
above 1949. 

Washing machines will be below 1950 but equal to 1949. 

In other words, on the major durables, no serious shortages are in 
sight unless they are created by wage and price control policy. 

On food, the Department of Agriculture predicts that supplies will 
be plentiful in the coming year. This forecast of this Government 
agency likewise may be proved false by unsound control policies. 
Meat consumption—this prediction was made previous to the recent 
roll-back—will be higher than in 1949 or 1950. The supply of eggs, 
chickens, fluid milk, cheese, fresh fruits, and fresh vegetables will be 
high relative to recent years. 

On apparel no serious shortages are in sight and experts repor' 
that there is assurance of an adequate supply of merchandise for the 
rest of the year unless the markets are upset by governmental policy. 

On housing, we may run into local difficulties because of the move- 
ment of population, but the over-all situation is favorable. Since 
1940, the number of available dwelling units has increased 24 percent 
while the population has increased only 14 percent. 
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On the final major category of the consumers’ budget, namely, 
miscellaneous services, which cover medical care, utilities, trans- 
portation, laundries, barber shops, and so forth, there is no ground for 
assuming any serious shortage. 

In the face of such facts as these, there is no basis for the assumption 
that the supply of consumer goods is going to dwindle at such a rate 
in the coming months that we will have skyrocketing prices because of 
shortages. Unless the public loses faith in the future value of the 
dollar, inflation can come in this segment of the economy only through 
the failure of the Nation to adopt fiscal and credit policies adequate to 
cope with the purchasing-power side of the equation. 

What of the effect of Government purchases in the coming months? 
It is reported contracts under the defense program are currently 
being let at the rate of about $1 billion a week. It is emphasized by 
the administration that this will mean, on the one hand, a great 
increase in the demand for raw materials by business and, on the other 
hand, a great pouring out of money by the Government in payment 
for the delivered goods. Will this not lead to a great inflationary 
thrust in the months ahead? 

The answer to this question depends upon two factors. First, the 
extent to which the money that is paid out by the Government for 
these goods is covered by tax receipts that otherwise would have been 
spent for an equivalent amount of goods. Obviously, if through such 
a system of taxation private demand is curtailed by an amount 
equivalent to the Government expenditure, there will be no addition 
to the monetary supply and hence no additional inflationary threat on 
this score. 

The other factor is what the total of military and civilian demand 
amounts to in relation to the over-all supply of goods. Since the 
invasion of South Korea, we have witnessed one of the greatest bursts 
of buying in our history. 

During the first quarter of this year consumers stepped up their 
purchases at an annual rate of about $22 billion over the first half of 
1950. Business simultaneously increased its inventories at an annual 
rate of about $10 billion over the first half of 1950. And all of this 
took place in the face of defense spending being stepped up at an 
annual rate of $14 billion over the first half of 1950. 

What this means is that what may be termed excess buying in the 
first quarter of this year was at the annual rate of $46 billion a year, 
which may be compared with the projected military program of $50 
billion a year. 

Even if the military program is expanded, or the international situa- 
tion changes for the worse, the answer to inflation still would not be 
continuation of price and wage controls. That situation, just as the 
present, must be met by the proper fiscal and credit policies. 

We should like to emphasize one final point. This is that our oppo- 
sition to a continuation of price and wage controls does not reflect any 
complacency on our part as to the danger of inflation confronting this 
Nation. We think that danger—unless a constructive program such as 
we have outlined is adopted—is just as real as any economic fact can be. 

The administration’s program insures inflation. .The record of the 
OPA proves that we spent some $4 billion to cover up inflation in 
World War IT. All we have to do to continue inflation is to continue 
price and wage controls and unsound Government fiscal policies. 

83473—51—pt. 2-36 
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Ready allies to wage and price conrol in increasing this inflationary 
spiral are the unlimited grants of authority demanded by the Presj- 
dent. If you give the Government unlimited power to build plants. 
to borrow money, and to speculate in foreign buying of commodities 
you will have such an inflationary pressure that it is only a matter of 
time until the administration will be back asking this committee fo; 
more and more power simply to cover up the failures of the powers jt 
is exercising. 

The delegation of such powers can lead only to Government 
ownership. 

We are convinced that, given the opportunity, private industry 
can turn out the goods to keep the military program on schedule ani 
simultaneously provide an adequate supply for the civilian population, 
We are convinced that this production load can be carried without 
weakening the political, economic, and spiritual strength of the Nation, 
But we know that all of this will be of no avail unless simultaneously 
the necessary policies are adopted for protecting the financial security 
and integrity of the Nation. 

The CHarrman. Mr. Ruffin, you express great apprehension as to 
the misuse of the powers that are granted to the President to fight in- 
flation. You say they are comparable to the power that foreign 
dictators have used to subjugate their peoples. 

Certainly, you don’t seriously compare these powers, do you, to 
the powers that a usurper has taken over, as against powers granted 
by the Congress of the United States? The powers that are granted 
to the President, whatever they may be, may be taken away by the 
Congress, and the President has very broad powers, under the Con- 
stitution of the United States, that nobody can take away. 

But the Constitution still is not affected. No man’s property can 
be taken, except by due process of law, it cannot be taken without 
just compensation, and he cannot be denied the equal protection of 
the law; and if there is any question raised about that and other mat- 
ters, the courts of the land pass upon it—the Supreme Court, the 
judicial branch of the Government—so, certainly, I don’t see how 
anybody could make the argument that these powers are comparable 
to the powers taken over by dictators and usurpers of foreign govern- 
ments, and I don’t think you could reasonably have any apprehension 
as to the misuse of those powers, with the restrictions and safeguards 
that are placed about them. 

Do you have any real serious feeling that the President might 
misuse these powers to aggrandise his own interest and the powers of 
his office? 

Mr. Rurrin. Mr. Chairman, the statement I made, of course, refers 
to economic powers. 

The CuHarrMan. I know it does. But it is the same old argument, 
though, that he will misuse those powers. 

Mr. Rurrin. Yes, sir. 

The Cuarrman. If he can misuse economic powers, he can misuse 
political powers, but the Constitution of the United States was so 


formulated that that can’t be done, and you will never have a dictator 


in America as long as the Constitution is in effect, and as long as there 
are three separate and coordinated branches of the Government, 
operating as checks on each other. 
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1 hear that argument everywhere. “These are dictatorial powers, 
given to the President.” Of course, I don’t think any President 
ever wanted to use dictatorial powers, but, if he had, the checks and 
balances are there and he couldn’t use them, except for the public 
ood. And the powers granted him may be taken away any time by 
the Congress of the United States. 

That is an argument that has been used frequently, that we are 
approaching dictatorship, that we are approaching the systems of 
foreign governments, where some usurper took over the rights of the 
citizen, and despoiled him of his liberties. I want to say that I don’t 
think that argument has much weight. 

Mr. Rurrin. Mr. Chairman, these are certainly very broad re- 
quests for unlimited authority along a great many lines, that in my 
opinion it would be very dangerous to give to any executive. 

This country, I think, was built on a free economy, and when you 
give the executive branch of the Government, regardless of who is in 
the President’s chair, authority to do so—many of the things that are 
requested in these amendments—I do think it is very dangerous: 

For instance, I can’t see any justification at all for giving the 
President of the United States authority to make unlimited loans to 
any corporation he may pick out, and to decide “I want to lend you so 
many billion dollars.”’ 

I think the Congress has wisely put a limitation in the present 
Defense Production Act, and I would strongly recommend that such 
authority be not unlimited. 

The CuarrMAN. There is no objection to those things. But for 
people to come here and express the apprehension that the whole form 
of government is going to change because we give the President powers 
to meet a great emergency, I don’t think is valid. They say we are 
going to turn socialistic. We are not going to turn any other way than 
the way we are now headed, and the Government is just as it was 
built, as long as the Constitution prevails. And the Congress and 
Supreme Court of the United States are determined to protect it. 

Mr. Rurrin. I am glad to hear you make that statement, Mr. 
Chairman. 

Mr. CuarrMan. Well, that is a true statement. 

Mr. Rurriy. I am sure you mean it, and I hope you are correct. 

The CuartrMan. I certainly mean it. 

Mr. Rurrin. I hope you will be proven correct in that prediction. 

The CHarrMAN. I think there are some other organizations that 
ought to have to swear to it, too. A lot of people have an interest in 
the Government of the United States, and a lot of other people exercise 
a great influence over the policies of the Government, but they don’t 
have to swear to it at all. 

Mr. Rurrin. They swear to it, sir, as far as upholding the Govern- 
ment, the Constitution of the United States, and so forth, do they not? 

The CHarrMan. I have no objection to you expressing your opinion. 
I want everybody to express their opinion. You have a right to come 
here and do that. That is your right as an American citizen, but I 
don’t think we are in any grave danger of any revolutionary change 
in our Government, because we have to meet an emergency. 

Mr. Rurrin. Well, I am referring to the economic powers asked for 
and I do feel these are without justification, Mr. Chairman. They are 
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so broad, these unlimited authorities that are being requested. May 
I just cite another instance. The President is given the power. 
which I should think Congress would hesitate very much to relin- 
quish, to stop the publication of any statistics that he may choose 
at any time, regardless of other provisions of other laws passed }y 
Congress. 

He could stop crop reports, if he so wanted. He could stop the 
RFC statistics, which have proven very interesting, I might say, in 
recent weeks and months. 

He could even stop the Treasury daily reports, if he so desired, 
I just don’t see the justification for such unlimited authority. 

The CuarrmMan. You feel we ought to take some measures to 

Mr. Rurrin. I think the powers granted under the present Defense 
Production Act are quite sufficient. 1 think they are broad, and 
very strong, sir, and I feel they are quite sufficient. 

The CxHairman. Don’t you think the President ought to have 
broad powers to meet the present emergency? Do you fear the 
results of inflation? 

Mr. Rurrin. I suggest that, in a time of emergency, in a mobiliza- 
tion effort, we remember that, according to top Government oflicials, 
this is a long-term emergency, lasting maybe 10 or 20 years, and again 
that at the peak of the effort the military shouldn’t take more than 
20 percent of our national product, and I do think, that in a situation 
like that, I grant that more than normal authority is necessary, and 
I think the present Defense Production Act does give such broad 
powers, but I feel they are sufficient to meet the situation. 

I think the additional authority requested in these amendments 
is really without justification, and I should think Congress would 
hesitate to relinquish a number of the powers that are requested here, 
sir. 
The CuarrMan. Certainly, as a businessman, you fear the results 
of uncontrolled inflation, don’t you? 

Mr. Rurrin. Yes, sir, it is one of the worst fears that I have, or that 
our association has. 

The CuarrMan. That is what I thought. 

Mr. Rurrin. I think we can well be as afraid of inflation as we can 
of international communism, and heaven knows that is a real danger. 

The CHarrMan. You don’t think that if conditions were left un- 
restrained they would rectify themselves, do you? 

Mr. Rurrin. If we will adopt a program, Mr. Chairman, such as 
we have outlined here, proper credit controls, cutting out wasteful 
Government spending, and do the other things that will tend toward 
increased production, we think we will stop inflation in that way. We 
are confident that price and wage controls will not stop it in any 
event. 

You will remember, sir, that the Administrator, Mr. Eric Johnston, 


himself, when he imposed these controls—and I quote him, word for 


word—said, 


Wage and price controls can not be effective for long, and they should be 
canceled at the earliest practicable moment. 
Those were his very words. 

He added that to stop inflation we must balance our Federal budget 
and get the people to accept sharper credit curbs. That is the man 
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who is administering Federal wage and price controls and I agree with 
him thoroughly. 

The CuarRMAN. The things you suggest, it seems to me, have no 
immediate effect. You have to apply the brakes right now if you are 
going to stop this spiral of inflation, with pressures that are worse 
every day. 

Those things—increased production, indirect controls, and so on— 
certainly wouldn’t have as immediate effect as direct controls, would 
they? What would you do in the meantime, if conditions got such 
that there was evidence that we were faced with runaway prices, and 
that the forces of inflation were operating violently? You don’t think 
vou would use price controls or wage controls under any circumstances? 
" Mr. Rurrin. Mr. Chairman, I don’t think we can do it without 
adequate indirect coatrols, that is: credit and fiscal controls, such as 
vou refer to. Is it not feasible for Congress to adopt such controls 
promptly, and get at the real causes of inflation, instead of dealing 
with the sysmptoms, such as price and wage controls do. They only 
deal with the symptoms of inflation. They do nothing about the 
causes of inflation. 

The CaatrmMan. Mr. Wolcott. 

Mr. Woxcort. I have no questions at the present time. 

The CuatrMAn. Mr. Multer. 

Mr. Mutter. Mr. Wilson and Mr. DiSalle also agree with the 
quote you gave us from Mr. Johnston, to the effect that controls 
should be taken off as soon as possible. 

Do you think that the time has arrived, that we should take them 
off now? 

Mr. Rurrin. Yes, sir, I do, and that we should adopt a program 
such as we bave outlined here today. 

Mr. Mutter. In cther words, with the Administrator appointed 
under law enacted in September 1950, who didn’t get authority to 
fix ceiling peices until January, and with the Wage Stabilization 
Board which has just been reorganized and functioning less than 2 
weeks, you think we ought to take off price and wage controls now? 

Mr. Rurrin. I think it was a mistake to impose them in the first 
place, Congressman. 

Mr. Mutrer. You didn’t want any controls last Sept2mber, and 
you don’t want them now? 

Mr. Rurrtin. No, sir. 

Mr. Murer. That means no controls. 

Mr. Rurrin. I think th» administration itself kept saying that it 
did not want them. J think it was misled by public pressure. 

Mr. Mutter. Does that mean no controls of any kind, whatsoever? 

Mr. Rurrin. No, sir; not no controls. We favor allocation of 
defense materials, to insure that the defense mobilization effort gets 
the materials that it needs, and we favor credit controls. There are 
a lot of controls we favor. 

Mr. Mutter. Let’s get that one straight. 

Do you favor control on all credit, consumer credit, real estate 
credit, bank credit? Or do you mean only part of that? 

Mr. Rurrin. Yes, sir; I favor proper controls on all credits. 

Mr. Mutter. All credits? 

Mr. Rurrin. Yes, sir. 
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Mr. Mutter. That includes the bank credits? 

Mr. Rurrin. Yes, sir; indeed. I think, Mr. Congressman, that we 
have seen the effects of indirect controls beginning to work with the 
action that the Federal Reserve Board has recently taken in con- 
nection with some indirect controls. It is having a marked effect 
throughout the country. 

Mr. Mutter. Do you think voluntary controls would work in this 
country? Take any one of your manufacturing industries. Would 
you set up, within the industry, a plan of voluntary controls for 
allocations, priorities, and all that goes with it? 

Mr. Rurrin. No, sir, I would say that in a period like this, that 
governmentally imposed allocations and priorities would probably be 
the best way to assure the proper flow of materials for the mobilization 
effort. 

Mr. Mutter. You wouldn’t let the steel industry, for instance, 
have charge of that allocation program, would you? 

Mr. Rurrtin. I think the Government ought to do what it has done, 
impose a system of priorities and allocations on all materials that are 
needed for defense. 

Mr. Mutter. You wouldn’t allow the automobile industry to have 
charge of allocations of automobiles within their own industry, would 
you? 

Mr. Rurrin. Not if you have a broad system of priorities and 
allocations. I think it ought to be governmentally imposed. 

Mr. Mutter. I agree with you. And while the Federal Reserve 
Board is an instrumentality of Government, it is in the main a banker’s 
instrumentality. 

Do you think we can get proper credit controls on a voluntary 
basis, such as the Federal Reserve Board has now recommended to the 
bankers? 

Mr. Rurrin. Yes, sir, I have a great deal of respect for the Federal 
Reserve Board. 

Mr. Mutter. I have, too. And I have a great deal of respect for 
many bankers. But I don’t believe that the bankers will voluntarily 
control themselves any more than any part of your industry, or your 
association, or any segment of the industry, manufacturing or other- 
wise, will do so. I don’t think you car expect any segment of our 
economy, whether it be banking, manufacturing, or what have you, 
to control themselves on a voluntary basis. 

We tried it only a couple of months ago, and it didn’t work. Price 
Stabilizer DiSalle asked that people submit voluntarily to controls 
and not raise the ceilings. You know what happened. They didn’t 
comply. 

Mr. Rurrin. Well, you know the members of the Federal Reserve 
Board are appointed by the President and subject 

Mr. Mutter. Fourteen-year terms, if I recall correctly. 

Mr. Rurrin. And subject to confirmation by the Senate. 

Mr. Mutrer. Yes, sir, but for long terms and they cannot be 
removed except for malfeasance in office, and bad judgment is not 
malfeasance in office, and they are subject to no control unless this 
Congress does something by enacting a law. 

It is perfectly obvious to me that you cannot control bank credit 
or private credit, in this country, if the bankers are going to be permit- 
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ted to control it, either on a voluntary basis or through the Federal 
Reserve Board. 

For instance, if any one of the manufacturers that are members of 
your association wanted to go out tomorrow and float a billion dollar 
bond issue, the Federal Reserve Board can’t control that. That is 
credit. 

On the other hand, if a banker says, ‘‘It is quite true that we have 
a voluntary agreement that we are not going to float a bond issue, of 
this particular type, that this manufacturer is offering,” he or any 
other banker or bankers, could say, “I am going to take that bond 
issue just the same,’ ‘and there is no way of restricting them under a 
voluntary plan or any plan the Federal Reserve Board thus far has 
presented to us. Worse than that, there is no semblance of even 
voluntary control on the underwriter who is not a banker. 

So I say to you as I say to others, you can’t control automobile 
consumer credit, which is $3 billion, ‘and let the rest of the credit, 
which is many times that, run wild, and expect that you are going to 
get any result in controlling inflation on that kind ofa plan. 

Mr. Rurrin. I am not a banker, Mr. Congressman, at all. I am 
probably not qualified to discuss the matter thoroughly with you, but 
1 do think that the steps that the Federal Reserve has begun to take 
are having a marked effect on credit controls right now in the country. 

Mr. Mutrer. I don’t think they are having very much effect. 
You can pick up the newspaper every day in the week and read about 
another bond issue being floated. It is simply giving them a monopo- 
listic control to float only those bond issues that they want to approve. 

Mr. Rurrin. If the proceeds of those bonds are being used to build 
new plants and expand production and so forth, I would say it is a 
very fine contribution to this antiinflation fight. Production is one 
of the best answers we can get, of course, to it. 

Mr. Mutter. What I say is, that there is no doubt that we may 
have to make loans to expand certain facilities, but if you are going 
to let the banking fraternity do it we will not accomplish the inte- 
gration of that expansion into the over-all defense program. 

That is what we should do. And I say that power must be vested 
in the President, with the right to delegate, as he sees fit, to one of the 
emergency agencies, or to the Federal Reserve Board. Now, whether 
or not he continues it in the Federal Reserve Board, is another matter. 
But we should have an administrative veto power. If the Federal 
Reserve Board doesn’t integrate its plans into those of the over-all 
defense program, then that power must be taken from them and vested 
in someone else. 

Now, let’s move on to another subject. 

I think your organization has some 16,000 manufacturers in its 
membership, is that right? 

Mr. Rurrin. That is right. 

Mr. Mutrer. That is about 5 percent of the total number of 
manufacturing companies of the country? We have got well over 
300,000 manufacturers in the country, have we not? 

Mr. Rurrin. I am not sure about that percentage. Represented 
in our association are about 80 percent of the manufactured products 
of the country. 

Mr. Mutter. Did you represent approximately the same number 
back in 1946? 
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Mr. Rurrin. Approximately. A little less then, I believe. 
Mr. Mutrer. Were you a member of the association at that time? 
Mr. Rurrin. Was I what? 

Mr. Muuter. In 1946, were you a member? 

Mr. Rurrin. I was a member of the association and have been for 
many years. J] was not on its board at that time or in office. 

Mr. Mutrer. In appraising what your association recommends to 
the — we have a right to take into account what they have 
previously recommended under similar circumstances. 

I am sure you will remember that back in 1946, Mr. Robert Wason 
was president of your association and came in and told Congress that 
the way to beat down inflation was to take off price controls and all 
other controls, and that we would have no inflation. We would then 
get enough of an increase in production to take care of the demand, and 
then prices would come down. We would have no inflation. 

Do you remember that? 

Mr. Rurrin. As I recall it, he said that prices would behave in a 
normal manner, and some would go up and some would go down. | 
might add, Mr. Congressman, that | am glad you raised the question. 
I might add that I think it is well to remember that following that 
situation we had three wage increases, and you saw prices following 
along behind wage increases. They didn’t precede them. 

Mr. Mutter. We did take off controls, following that, didn’t we? 

Mr. Rurrin. That is right. And I] think you must remember that 
according to some estimates, 80 or 85 percent of whatever we buy is 
made up of wages. 

Mr. Mutter. You did increase production after that? 

Mr. Rurrix. We what? 

Mr. Mutrer. You did increase production after that? 

Mr. Rurrin. We probably did. We were in a period of high 
demand, yes, sir; with a war vacuum and scarcity of materials and 
so forth. 

Mr. Muuter. Well, production has constantly increased since 1946 
right down to date, hasn’t it, throughout the country? 

Mr. Rurrin. That is right. 

Mr. Mu rer. And prices have kept going up? 

Mr. Rurrin. No, sir; they haven’t kept going up. We had a 
decline in prices during that period. 

Mr. Mutrer. Did they immediately jump up, immediately after 
price control went off? 

Mr. Rurrin. We have got some very interesting studies on that, 
Mr. Congressman, and if you will permit Dr. Robey to give you 
some figures, I think you will find them interesting. 

Mr. Murer. We probably already have those figures in the record. 

Mr. Rurrin. No, sir; they are not in the record. We would like 
to put them in, if you don’t mind. It will take just a moment. 

Mr. Mutter. They may not necessarily be his figures, but I think 
we have the figures in the record on the subject. 

If you care to add them later, I have no objection. I don’t care to 
have them added as a part of my interrogation at this time. 

I like to put in the record figures that I have had an opportunity to 
study and analyze, and I will show you why in a few moments. 

Mr. Chairman, I would like to have permission to place in the record 
this statement issued by the National Association of Manufacturers, 
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which appeared in the New York Times of Monday, February 18, 
1946. Itis not very long. 

The CuarrMAN. Without objection, that may be done. 

Mr. Mutrer. That probably will save the necessity, Mr. Ruffin, of 
repeating the last statement, 


Tell your Representative in Congress what you believe should be done. You 
owe it to yourselves and to your country’s welfare. 


At that time you were recommending taking off price controls and 
all other controls, and that is the way to beat inflation, is what you 
said then, and that is substantially what Mr. Wason told the Congress 
at that time. 

(The statement is as follows:) 


{From the New York Times, February 18, 1946] 
Let’s TacKkLeE INFLATION WHILE WeE Can 


You don’t want your dollars to buy less and less and less! 

You don’t want your savings to melt away! Or the value of your life in- 
surance to dwindle! 

Yet that is what inflation can do to all of us. Therefore, thoughtful people 
everywhere are concerned with ways to smother it before it gets out of hand. 

One major cause of inflation is a shortage of goods when people have money to 
spend for things they want. 

That cause can be eliminated by the production of goods—fast—in quantity. 


BUT THERE’S A BOTTLENECK 


During the war there wasn’t enough labor and materials to meet the needs of 
war and still produce all the civilian goods people wanted and could buy. 

Therefore price controls on civilian goods were substituted for competition to 
keep prices down. 

Today this country has all the labor and material necessary to turn out the 
things people want. 

Yet goods are still scarce. Store shelves are still bare. The national pocket- 
book continues to bulge. Inflation grows. 

Why? Because price controls in peacetime hinder the production of goods. 
Business cannot live by producing at a loss. And so, goods that can’t be made to 
sell at the prices fixed by the Government just don’t get made. 

Nor will the raising of price ceilings solve the problem. When costs and selling 
prices are subject to change at any moment by Government action, production 
has to be on a day-to-day basis. 

That means uncertainty—reduced output—more inflation. 


ISN’T THIS THE ANSWER? 


Remove price controls on manufactured goods and production will step up fast. 

Goods will then pour into the market and, within a reasonable time, prices will 
ioe themselves naturally—as they always have—in line with the real worth of 
things. 

Competition has never failed to produce this result. 

This is the way you can get the goods you want at prices vou can afford to pay. 

Please think this over. Then tell your representative in Congress what you 
believe should be done. You owe it to yourself—and to your country’s welfare. 

Let’s smother inflation— A postcard addressed to the National Association of 
Manufacturers, 14 West Forty-ninth Street, New York 20, N. Y., will bring your 
copy of a booklet explaining in detail why price controls cause inflation. 


NATIONAL ASSOCIATION OF MANUFACTURERS 


FOR A BETTER TOMORROW FOR EVERYBODY 


Mr. Mutrer. The record, since then, amply justifies the fact that 
it was a mistake to follow that advice at that time. I want'to get 
specific for a moment or two about your statement, Mr, Ruffin. 
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On page 2 you say that this new law will, 
give the President the authority to condemn for permanent Government use any 
real or personal property, 
and that you are afraid that that power is much too broad. Is that 
right? 

Mr. Rurrin. Yes, sir. He doesn’t even have to notify the owner of 
the property that it is wanted. 

Mr. Mutter. Is that the objection to that provision, that he doesn’t 
have to notify the owner, or is the objection, to condemning, with or 
without notice. 

Mr. Rurrin. He now has the power to requisition property very 
quickly and in an orderly manner, and we do object to the summary 
procedure given in this amendment. 

Mr. Murer. You don’t object to the requisition power now in the 
law? 

Mr. Rurrin. No, sir. 

Mr. Mutter. You don’t object to the condemnation power that 
is now in the law? 

Mr. Rurrin. No, sir; we raise no particular objection to that. 

Mr. Mutter. The only objection then is to this so-called new 
procedure of condemning without notice? 

Mr. Rurrin. The summary procedure that is involved; yes, sir. 

Mr. Mutrer. Item No. 2, you object to giving the President 
authority to erect and construct plants, factories, and other industrial 
facilities. 

Mr. Rurriy. On the basis that not a single instance has been shown 
in which industry has declined to build and furnish itself from private 
capital the money that is needed to build new plants. 

Mr. Muurer. And your point is that before we enact a stand-by 
power of this kind, the Government should find itself in a position 
where it can’t erect a defense plant and then come to Congress and get 
a law through. 

Mr. Rurrin. You have wide loan authorities right now. 

Mr. Mutrer. I am not talking about a loan. I am talking about 
the Government building a defense plant that private industry will 
not build for it. Your position is that private industry should first 
refuse to do it and then the Government should come in and ask for a 
law. 

Mr. Rurrin. My position is that I don’t think you will find private 
industry refusing to do so, and if it is a special munitions plant that 
will have no purpose afterward, surely Congress can act very quickly 
on it. 

Mr. Mutrrer. And you say that because they haven’t refused up 
to now we should take the chance they will never refuse, no matter 
what the project may be, just wait until they refuse, and then come in 
and get the law and erect it. 

Mr. Rurrin. Through a mobilization period that may last 10 or 
20 years, yes, sir; I do say that. 

Why should you take Government capital, Mr. Congressman, when 
industry has shown itself willing and ready and able to do this job? 
Why do you want to put Government capital into it. 

Mr. Bourne. Will you yield, Mr. Multer? 

Mr, Mutter. I yield. 
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Mr. Bouurnea. Mr. Ruffin, are you familiar with the testimony— 
apparently you are not—of Mr. Larsen, before this committee, on the 
question of titanium? 

Mr. Rurrin. No, sir; I am not familiar with that. 

Mr. Bouuina. It may be pertinent to point out that Mr. Larsen 
has indicated that in that particular case there may well be a cireum- 
stance in which, for various economic reasons, it would be excessively 
expensive for the Government to meet the suggestion made to it by 
private industry, on a sort of a riskless guarantee basis, and thus per- 
haps save the taxpayer a hundred million dollars by constructing a 
plant to produce titanium. 

Mr. Rurrin. Well, I say in the record here, Mr. Bolling that there 
may be exceptions: to this, but surely Congi ress can pass on them. 
They would be few in number. 

Mr. Mutrer. What will happen when Congress is not in session? 

Mr. Rurrin. Congress has been in almost continuous session for so 
long, Mr. Congressman, that I can’t see much danger in that. 

Mr. Mutrer. How quickly do you think vou could get that power 
for the Government when it needed it? 

Mr. Rurrin. Well, you passed a bill the other day that took care 
of veterans from Korea, and hospitalization, I believe, in a matter of 
24 hours, was it, or was it 48. 

Mr. Mutter. Do you know how long this committee has been con- 
sidering the amendments to the Defense Production Act? 

Mr. Rurrin. Yes, sir; I know that has been a long time, but I think 
Congress can act very quickly where any emergency facility is needed 
that the industry is not willing to construct. 

Mr. Mutrer. Your point is that the Administration should come 
in to Congress each time they need an emergency facility and get 
specific authorization to build that one facility? 

Mr. Rurrin. My submission, Mr. Congressman, is that it hasn’t 
been needed as yet and it will be needed very, very seldom in the future, 
if ever. 

Their normal is so big, Mr. Congressman, that they ought to have 
special consideration. 

Mr. Mutter. Such as the Atomic Energy Commission getting 
special authorization, and the law creating it, precisely as we want to 
give the President here today. 

The Atomic Energy Commission cannot only build plants, but it can 
build homes; it has done that. 

Although the Atomic Energy Commission came before this com- 
mittee and said, “‘We don’t want to be in the housing business,” they 
wanted us to let private industry do that. Nevertheless, the Atomic 
Energy Commission today, if they want to get housing for their 
employees must go into the housing business. 

Mr. Rurrin. That was a new law which was appropriately set up, 
and I think is a good argument for the point I am trying to make, sir. 

Mr. Mutrer. You don’t think we need that power today for the 
rest of the defense program? 

Mr. Rurrri. Not on a broad sort of way at all. I don’t think there 
is any justification for it at all. You can’t cite a single instance in 
my opinion where that has been shown to be needed. ‘There is no 
testimony to that effect anywhere. 
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Mr. Murer. You don’t need much imagination to be able to fore- 
see where it is needed. There is some testimony that it is needed 
today and private industry will not do certain things. But let’s not 
argue that. That is the record up to now. I understand your 
viewpoint. 

The next thing you say is that the President should not be given 
power to create any new Government corporations. 

Do you know of anything the Government cannot do by way of 
setting up a new agency, that it can do by a new corporation? 

Mr. Rurrin. I am not sure that I understand your question there. 

Mr. Mutrer. The law now permits the President to set up any new 
agencies he may need in order to implement this law on the books 
now. Isn't that right? He can use existing agencies or he can set 
up any new agencies that he feels he needs? 

Mr. Rurrin. Yes, sir; that is not done to engage—— 

Mr. Mutter. My question to you, then, is, What do you think he 
can do under a corporation, by setting up a new corporation, that 
he can’t do by a new agency? 

Mr. Rurrin. Well, I just don’t see any justification for setting up 
new corporations, with the authority that the existing agencies have, 
and with the industry willing and able and ready to build them. 

Mr. Mutter. We are not talking about setting up a corporation 
to do what industry is doing. 

We concede he has the power to set up a new agency to do anything 
required under this existing law. 

Mr. Rurrrin. Well, I would put it another way, Congressman— 
maybe | don’t understand you—why would you set up new Govern- 
ment corporations? 

Mr. Mutrer. I want to know what your objection is to setting up 
a Government corporation, to do that which can be done by a new 
agency, as long as we must bring in a new agency into being, what is 
the difference, in your mind, as to setting up a new agency or a 
Government corporation? Why shouldn’t we have the choice of 
doing it by Government corporation or a new agency, since we can 
do it anyway? 

Mr. Rurrin. Well, the design of the Defense Production Act is to 
utilize present agencies and present facilities. 

Mr. Mutter. During World War II he had the right to do it 
either way, didn’t he? 

Mr. Rurrin. Beg pardon? 

Mr. Motrter. During World War II he had the right to do it 
either way, didn’t he? Isn’t that right? 

Mr. Rurrin. I believe he had in World War II. 

Mr. Mutter. Yes, sir; and he used both methods. 

Mr. Rurrin. But in the Defense Production Act, there is a restric- 
tion against that. 

Mr. Mutter. That is right. And I am trying to find out what 
your objection is to having the President in this emergency do the 
same thing as he did in World War II. Is there anything wrong 
with those new corporations set up during World War II? 

Mr. Rurrin. Mr. Congressman, according to the Government top 
officials, this is quite a different situation from what we had in World 
War IT. 

Mr. McKinnon. Will you yield? 
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Mr. Mutter. Yes, sir. 

Mr. McKinnon. Mr. Ruffin, can you give us any assurance that 
this situation is going to continue the way it is, in the next 2 years or 
10 years? That we won’t be in a flaming war in a short time? Can 
you give us any assurance of that? 

Mr. Rurrin. No, sir; the only thing we can go by is the top Gov- 
ernment officials. 

Mr. McKinnon. They haven’t said that either. They haven’t said, 
“You are going to have 10 years to get prepared for this war in the 
future.”’ 

Mr. Rurrin. No, they haven’t, but you passed the National 
Defense Production Act in September of 1950 when we were in this 
same situation and Congress thought it was sufficient then and I 
think it was right. I think the powers granted then were broad and 
sufficient. 

Mr. McKinnon. But you realize we were in danger of getting into 
an all-out world war at any point. 

Mr. Rurrin. And we were then, when this act was passed. 

Mr. McKinnon. We are living in an age when we don’t know what 
the future holds from week to week or month to month; isn’t that 
true? 

Mr. Rurrin. Surely. 

Mr. McKinnon. In your type of business, in the particular mill 
that you operate, you live in danger of a fire from week to week or 
month to month. 

Mr. Rurrtn. Certainly. 

Mr. McKinnon. You take out insurance to protect yourself, 
don’t you? 

Mr. Rurrin. That is right. 

Mr. McKinnon. Don’t you think we, as Government officials, 
should take every necessary insurance we possibly can to be adequately 
defended and ready in case we should get into an all-out war? 

Mr. Rurrin. I think you have done that, Mr. McKinnon. 

Mr. McKinnon. You think we are ready for all-out war right now, 
do you? 

Mr. Rurrin. In the present Defense Production Act, I think you 
have done just that. 

Mr. McKinnon. Do you think we are ready for all-out war at the 
present time? r 

Mr. Rurrin. No, sir; but according to Mr. Wilson, the Defense 
Mobilization Director, we are very, very rapidly getting ready to do 
it, as rapidly as can be done. Whether you pass these amendments 
or not. 

Mr. McKinnon. Using Mr. Wilson as an authority, he also advo- 
cated price and wage controls. 

Mr. Rurrin. I don’t believe emergency powers as requested here 
will speed up that defense preparation any. 

Mr. McKinnon. You don’t think so. 

Mr. Rurrin. No, sir; I do not. 

Mr. Mutter. I would like to make one more try to find out what 
your objection is 

Mr. Rurrin. I think it is liable to hinder the—pardon me. 

Mr. Mutter. I would like to make one more try to find out what 
your objection is to Government corporations. 
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Do you have any objection to Commodity Credit Corporation and 
its operations? 

Mr. Rurrin. I don’t know that I am familiar enough with its 
operations. 

Mr. Mutter. Are they doing anything as a corporation that they 
couldn’t do as a separate agency of the Govecsriient? 

Mr. Rurrin. I don’t know the answer to that. I am not qualified. 

Mr. Mutrer. Let’s try the Reconstruction Finance Corporation. 
Are they doing anything, as a corporation, that they couldn’t do as 
an agency? 

Mr. Rurrin. I would certainly say they have been doing a lot of 
things they shouldn’t do. 

Mr. Mutrer. Which shouldn’t be done whether as an agency or 
otherwise? 

Mr. Rurrin. Certainly. 

Mr. Mutter. The fact they made certain loans as a corporation 
doesn’t mean they would have been justified as an agency. 

Mr. Rurrin. Certainly not. 

Mr. Mutrer. They have also made some very good loans; isn’t 
that so? 

Mr. Rurrin. We hope so. 

Mr. Mutrer. They have been very helpful to members of your 
association, haven’t they? 

Mr. Rurrin. We hope there have been good loans. 

Mr. Mutrer. They have all been paid back, those to the members 
of your association, haven’t they? 

Mr. Rurrrn. I don’t know whether they have all been paid back 
or not. Most of them have been paid back. I certainly give no 
blanket approval to what the RFC has been doing if that is what you 
are asking. 

Mr. Mutrer. I am trying to find out what it is you object to in a 
Government corporation. 

Mr. Rurrrin. Will vou please tell me what is the need for Govern- 
ment corporations. This is a private-enterprise country we are 
running. Why do you want Government corporations? 

Mr. Mutrer. Then you think we ought not to have the Commodity 
Credit Corporation? 

Mr. Rurriy. I don’t know. I am not familiar enough with that. 

Mr. Mutter. Do you think we ought not to have the Reconstruc- 
tion Finance Corporation? 

Mr. Rurrin. I think it ought to be abolished, at once. 

Mr. Murer. And the members of your association who couldn’t 
get bank credit would just go out of business. 

Mr. Rurrin. I think our members will fare well without the RFC, 
yes, sir; small and big, and we represent small business very much, 
as you know. 

Mr. Murer. That isn’t what the small-business man throughout 
the country told our committee as we went through the country. 

Mr. Rurrin. Seven to eight out of each ten of our members have 
less than 500 employees and a third of them have iess than 50 em- 
ployees so we represent a lot of small business. 

Mr. Mutrer. The Small Business Committee conducted hearings 
throughout the country. People came in voluntarily, to tell us that 
RFC should be continued, that without RFC they would have been 
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out of business a long time ago. They couldn’t get the bank credit 
and any number came in and told us that when the RFC was willing 
to make the loan, then the banker went to them and said, ‘‘We will 
give it to you now.” But you are entitled to your viewpoint on that 
subject. 

We will pass on to the next item. 

There is provision in the new bill by way of amendment, you say, 
for unlimited authorization for appropriations for the executive 
branch. 

I don’t find any such provision here. As a matter of fact, what is 
being added here—I assume you refer to section 304, subdivision (¢)— 
what is added here is that in addition to the lending power, up to 600 
million dollars, which is a very specific limitation, they may then spend 
such additional amounts—quoting, “‘such additional amounts as may 
be fixed from time to time in appropriation acts.”’ 

How does that give the executive branch of Government unlimited 
authorization? 

Mr. Rurrin. Here it is, Mr. Multer. 

What I was referring to is on page 7, line 11, which calls for the 
striking out of the presently designated subsection (c) and by inserting 
the following new subsection, and so forth. 

Mr. Mutrer. Yes, sir; and the limitatien there is the amount to 
be spent shall be limited to $600 million in borrowing, plus such addi- 
tional amounts as may be fixed by appropriation acts from time to 
time. I think you have misconstrued the language. 

Mr. Rurrin. May I ask Mr. Miller to comment on that a moment? 

Mr. Mutter. Surely. 

Mr. Miter. Mr. Multer, it is a little difficult to follow that lan- 
guage as to whether that would be actually an authorization for an 
appropriation or not, but in any event, subsection (c) in the existing 
act, where the limitation is, with regard to $1,400,000,000, that is 
stricken out. 

Mr. Mutter. Yes. 

Mr. Miuuer. And as we interpreted it, that took the limitation off. 
We are not too sure about the language there, but it certainly is not 
clear and it seemed to us that it was eliminating the limitation that 
is already in the existing act. Do you follow that, in subsection (c) 
there of 304? 

Mr. Mutrer. I believe that my colleagues will agree with me that 
the executive branch is not getting any unlimited funds under this 
bill nor is authorized to spend unlimited funds, except for the express 
provisions of the act which authorize it to make such expenditures. 
They will have to go to Congress and get appropriations from the 
Appropriations Committee and Congress each time. 

Mr. Rurrin. I am glad to hear that, sir. 

Mr. Wotcort. There did not seem to be any such authority in the 
existing law, and I am glad it was called to our attention, because that 
limitation has been removed, or at least there is an ambiguity with 
respect to the new language. I think you can be assured that the 
committee will write some limitation with respect to the use of the 
money into it, 

Mr. Rurriy. I would hope so. 

Mr. Wotcorr. I was wondering if perhaps we have not eliminated 
some contractual limitations there also, in the language as it reads at 
this time. 
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Mr.{Mutrter. Passing on to your next point, Mr. Ruffin, you object 
to the executive branch of the Government being authorized to buy 
agricultural commodities and sell them at any price in our domestic 
market regardless of their cost or the domestic price. 

I think you have overlooked the language of section 303 (a). There 
is a very definite limitation there, both as to what they can purchase, 
under what circumstances they can purchase, and then there is a very 
definite limitation, by way of the amendment, as to the price at which 
it can be sold. 

This is the way it is going to read if we amend it in accordance with 
the bill as introduced: 

Purchases for resale under this subsection shall not include that part of the supply 
of an agricultural commodity which is domestically produced, except insofar as 
such domestically produced supply may be purchased for resale for industrial uses 
or stockpiling, and no domestically produced agricultural product purchased under 


this subsection shall be sold at less than the established ceiling price for such 
commodity, or if no ceiling price has been established, the higher of the following— 


then it gives the parity or the CCC price. 

Mr. Rurrin. Are you reading from the act or the bill, Mr. Congress- 
man? 

Mr. Mutter. I am reading from the bill, 303 (a) as it will be 
amended if the bill should prevail. 

In other words, there is no attempt here to give any agency of Gov- 
ernment the right to go out and buy outside of this country or any- 
where else, for that matter, and then sell for a less price than our do- 
mestically produced goods are being sold. In other words, we are not 
going to set a ceiling price for our goods, and the ruin the market by 
Government purchases of foreign goods. There is no such intent in 
this bill, so I think your objection is not well taken. 

Mr. Miuuier. Mr. Congressman, as we understood that language, 
that was with reference to the domestically produced agricultural com- 
modities on which the ceilings and floors were fixed, but with reference 
to the foreign agricultural products there was no such limitation on 
that pricing. 

That was our understanding of the language there. 

The proviso, in 303 (a) there provides that— 

Purchases for resale under this subsection shall not include that part of the sup- 
ply of an agricultural commodity which is domestically produced, except insofar 
as such domestically produced supply may be purchased for resale for industrial 
uses, for stockpiling— 
and so forth, and it goes on. It is our understanding that that ap- 
plied only to the domestic and that the foreign products were not under 
such a limitation. 

Mr. Mutter. Going on to the next subsection, it sets up the con- 
ditions under which they can buy. That ties in directly with your 
objection to subsidies, because there we get into the high-cost items, 
and the domestic economy cannot compete, and we have a provision 
for subsidies so as to permit them to compete. 

In other words, the concept here, so far as the defense effort is 
concerned, is we have got to get the goods wherever they are available, 
preferably here, but if we must get them abroad we should be able 
to get them abroad but in such a way as not to hurt the domestic 
economy. 
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Mr. Rurrin. I hope that will be very carefully spelled out Mr. 
Multer, when you write this. 

Mr. Mutter. If there is any doubt about it, I am sure it will be. 

Mr. Miter. In that subsection (b) it says— 

Subject to the limitations of subsection (a), purchases and commitments to 
purchase and sales under such subsection may be made without regard to the 
limitations of the existing law, for such quantities and on such terms and con- 
ditions, including advance payments, and for such periods as the President 
deems necessary. 

Mr. Mutrer. Then you have an exception following that. 

Mr. Mituer. It is a pretty wide-open authority. 

Mr. Mutrer. Then you have an exception following that. 

Mr. Miuier. That is right, there are exceptions, there, but it 
leaves very broad discretion, it seems to me. 

Mr. Mutter. Again, as we said to the last witness, we can only lay 
down the general principles. We will have to be very careful that the 
general principles are what we intend them to be. Then the adminis- 
tration must necessarily be flexible and left to the executive depart- 
ment. If we are going to try to administer the laws, we will just tear 
down our Constitution. 

Now we have already touched on your next point, which deals with 
subsidies, Mr. Ruffin. 

I will skip to the item wherein you object to the executive branch 
being authorized to purchase strategic materials. 

I think if you will think it through, you will agree that the Govern- 
ment must have the right to do that, and we cannot very well say you 
can buy tin, or you can buy steel or any number of listed products, 
because steel may be the strategic one today, and tin tomorrow. In 
my opinion we must give the broad power, and then rely on our execu- 
tive branch of the Government to use that power as intended, for 
strategic materials which they cannot otherwise get. 

Mr. Rurrr. Do you not think the present provision is very broad, 
Mr. Multer? We think this goes way beyond the strategic materials 
category. 

Mr. Mutter. Well, we get into a question of what is strategic, and 
what is strategic today may not be strategic tomorrow, and vice versa. 

Mr. Rurrin. Surely, you would not want it that broad. We can 
define strategic materials closer than that. 

Mr. Mutter. Maybe we should try to put in a definition of stra- 
tegic materials. Frankly, I do not see how we can frame it broad 
enough to cover the situation in every emergency that may occur. 

Mr. Rurrin. Surely you do not want it for all materials, as the 
language now reads. 

Mr. Mutter. Let us assume that we are putting up a defense 
plant, and let us assume we do not have the Atomic Energy Com- 
mission to do it, and we wanted to put up atomic energy plants. 

How are you going to define the strategic materials which the 
Government must have, must take, and must acquire, in order to 
put those plants up. Let’s assume we did not have any today. Start- 
ing out fresh, how would you define what is strategic, for the Govern- 
ment’s need for an atomic energy plant? You need every conceivable 
item of manufacture to go into that plant and set it up and equip it; 
is that not so? 
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Mr. Rurrin. Well, I think that the Congress very appropriately 
passed special legislation, and I doubt if the Atomic Energy Commis- 
sion feels restricted in any respect as to what it might purchase. 

Mr. Mutter. Again, to go back to our basic disagreement, I say 
that in an emergency period like this, we cannot wait for a specific 
statute. We must give the Defense Department or the President 
the right to go in and build whatever is necessary as part of the de- 
fense program, and delegate it to the Defense Department or whatever 
department is proper, to get the materials, whatever is necessary, and 
to build and equip it. I think that is the basic difference between 
us. You think there should be a special law each time and I say we 
should, in a period like this, give the President general power. 

Mr. Rurrin. In a period like this, Mr. Multer, however, the top 
officials refer to it as a 10- or 20-year period and I do not think there 
has been any justification at all for such broad powers in the situation 
that exists. 

Mr. Mutter. Does the length of time determine the need? 

Mr. Rurrin. Certainly I think it has a lot to do with it. The top 
Government officials themselves say so. And remember, they say 
that you will only take 20 percent of our national product at most. 

Why must we straight-jacket our whole economy, is the point I am 
making, under those circumstances. 

Mr. Mutter. Well, there is another basic difference. I do not 
concede that we are strait-jacketing our economy or any part of it. 
We are regulating and controlling them to an extent, but we are not 
putting them in a strait-jacket 

We say that every segment of our economy is going to be permitted 
to operate, and operate at a profit. We are not strait-jacketing any 
part of the economy, but we must necessarily regulate. We must say 
that you cannot sell your item at an unconscionable profit. We must 
say that you cannot have, for the civilian effort, a material that we 
need for the defense effort. 

That is not strait-jacketing. As I see it, if this emergency is going 
to continue for 20 years, and the threat of communism with Soviet 
Russia being ready to jump on us, we must continue it for 10 or 20 
years. I hope you are wrong when you say 10 or 20 years. But we 
must get going with this program. Let us worry about whether we 
are going to go on for 10 years after we have gotten our defense projects 
going. Let us try this for a year or two. At that time we can come 
back and say “This looks like a 20-year program, let us change it.” 
Let us build it up now. This is a 2-year bill, not a 10- or 20-year bill. 

Mr. Rurrin. We are building it up now. These provisions will not 
enable us to speed up any. Let us not destroy our free enterprise 
system here, in a situation such as described. 

Mr. Mutter. We have heard that from the beginning of World 
War I, we heard it at the beginning of World War ILI, that we would 
never go back to a completely normal activity and we are hearing it 
again today. 

Everybody agrees that the action in Korea is not a police action but 
is all-out war, but when it comes to gearing ourselves for an all-out 
war, we have men saying, “‘ You do not have to do this because it is a 
10-year program. Don’t strait-jacket us.” I can’t follow your 
thinking on the subject. 
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There are just two other points and I will be through, Mr. Chairman. 
I have already taken much more time than I intended to. 

The CuHairMAN. Yes, we are getting behind in our schedule. 

Mr. Mutrer. Yes. 

On page 3 you refer to your eighth item and your ninth item, which 
go more or less together. 

Your eighth item is the objection to regulations requiring informa- 
tion that may be necessary and appropriate for the operation of the 
national defense effort, and the ninth item is your objection to dis- 
pensing: with statistical work, which the executive department may 
find is unnecessary. 

Mr. Rurrtn. By another provision of law. 

Mr. Mutter. I thought the Hoover Commission had recommended 
that the President be authorized to dispense with unnecessary services 
wherever he found them unnecessary, whether there is an emergency 
or not. He should always have the power to dispense with anything 
that he thought the Government could get along without. 

Doesn’t that fit in with your program of economy in Government 
and stop waste, giving the President the right to cut out everything 
he thinks we can get along without? 

Mr. Rurrri. You are putting a different interpretation on this 
from what I would. Surely Congress doesn’t want to give the Execu- 
tive the power to stop any statistics which it has instituted and 
authorized, and demanded, under other laws? 

Why is that needed? Why should he do that? Doesn’t Congress 
want to decide what statistics to give the country, and what they are 
entitled to? 

Mr. Mutter. I think in an emergency period we can trust the 
President to dispense with only those statistical agencies that we do 
not need during the emergency. 

Mr. Reporter, I would like this included at the end of my question- 
ing of Mr. Ruffin. There was a discussion between us as to what Mr. 
Wasson testified to before this committee in March 1946. I have 
before me his testimony of March 18, 1946, in which he advocated 
generally, during the course of his original statement, that ‘We 
should have no further controls,’ and then in answer to the precise 
question from the chairman, Mr. Spence, he said that he was in 
favor of letting all the control legislation expire as of June 30, 1946, 
and that we should have no further controls after that date. 

That is from his testimony, in the record, before this committee, 
in March 1946. 

That is all, Mr. Chairman. 

The CuHarrMan. Are there aay further questions? 

Mr. McKinnon. Mr. Chairman. 

The CuarrMan. Mr. McKinnon. 

Mr. McKinnon. I agree with the general picture you have pre- 
sented on this matter of controlling inflation. I do not think price 
and wage control is going to be the answer completely to controlling 
inflation. We are going to have to have increased taxes, stiffer 
credit controls and more production if we are going to cure this 
inflationary situation in the long run. 

I would just like to inquire into some of the ideas you have in mind 
in that regard. 











1228 DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 





Can you tell me the total amount of credit outstanding in the 
United States, today, or approximately, at this time? 

Mr. Rosey. It is a question of adding various items together. 

Mr. McKrynon. You have got about $20 billion worth of consumer 
credit, haven’t you? 

Mr. Rosey. I can give you the various individual items. The 
public debt is now about $260 billion. 

Mr. McKinnon. All right. 

Mr. Rosey. The total loans and investments of all commercial 
banks, say, $120 billion. But there will be a duplication in that, 
because the banks hold the Government debt. 

Our research associate says instead of using the $120 billion of 
total loans and investments, take the $44 billion of total loans of our 
commercial banks, then you would have our consumer credit on top 
of that, which is about $30 billion. 

Mr. McKinnon. I have about $20 billion, according to the Federal 
Reserve. 

Mr. Rosry. Somewhere here I have got the last report of the 
Council of Economie Advisers, which I think will give that figure. 

Mr. McKinnon. I think you will find it is $20 billion on consumer 
credit—just a shade under. 

Mr. Rosey. Consumer credit, total consumer credit outstanding, 
in March of 1951, $19,375,000,000, you are quite right, Congressman. 

Mr. McKinnon. Roughly, $20 billion? 

Mr. Rosry. Yes, sir. 

Mr. McKinnon. Then you have mortgage credit, in the way of 
Federal savings and loans, banks, and so on? 

Mr. Rosey. I don’t know what that would amount to. I don’t 
have a figure. 

Mr. McKinnon. I think it amounts to roughly somewhere 
around—— 

Mr. Rosey. The insured commercial banks, in June 1950, had real 
estate loans of $12.3 billion. 

Mr. McKinnon. Then vou have the insurance companies. 

Mr. Rosny. We do not have, in this book, and the Council of 
Economic Advisers, I don’t think gives it. 

Mr. McKinnon. You have some $40 billion of mortgage credit, I 
think, through insurance companies, Federal savings and loans, and 
commercial banks. 

Mr. Rosey. I think probably one of the things that you are reach- 
ing for, too, is the total money supply, which has an active turn-over. 

Mr. McKinnon. Yes; but we are talking about credit restrictions 
and tightening credit. 

Mr. Rosey. Yes. 

Mr. McKinnon. Before you start tightening credit you have to 
know how much credit you have got to hit. 

Mr. Rosey. Right. 

Mr. McKinnon. I was interested, from that standpoint, in how 
you would go about tightening the credit system. What would you 
hit? What would you tighten up? How would you propose going 
about this credit-restriction proposition? 

Mr. Rosey. It goes back to a point which was made earlier as to 
whether the Federal Reserve can exercise credit control over our entire 
economy. 
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If you bear in mind that there are only two institutions in the 
country that can increase the supply of purchasing power by them- 
selves—namely the Federal Government, through deficits, and the 
commercial banks, through writing up of Joans—then you have a pic- 
ture of what has to be brought under control. 

Remember, if a savings bank or an insurance company makes a loan, 
it makes it out of funds which it has. It cannot do any writing up. 

So if an insurance company makes you a loan on a mortgage, of 
$10,000, it must have gotten that $10,000 from someone else. It is 
not making a net addition. It is shifting it. 

Now the Federal Reserve has shown, over the years, that it can 
exercise a very powerful and dominating influence on the credit 
structure. It has various tools, which can be used and, over the 
period of time, have been used. One is the re-discount rate, which, 
as you know, makes it that much more expensive for commercial 
banks to write up credit. 

A second is a change in the reserve requirements, which is a very 
heavy club with which to beat them over the head. 

A third is open market operations, which has the effect of wiping 
out that much credit in the market. 

A fourth is moral suasion. 

Now those tools, if used, could throw us—let me put it this way, 
Congressman—if the Federal Reserve wanted to, it could, by the 
exercise of those powers, in an unjudicious manner, throw us into a 
complete deflation in this country, within a matter of almost hours. 

Mr. McKinnon. May I add parenthetically there that the Federal 
Reserve Board has far more controls than we propose to give the 
President in this bill, insofar as our free economy is concerned. 

Mr. Rosey. That I think is a different tvpe of control. 

Mr. McKinnon. It is still control though; is it not? 

Mr. Rosey. It is definitely a control over a private segment of 
the economy. 

Mr. McKinnon. It is a Government control, too; isn’t it? 

Mr. Rosey. It is. 

Mr. McKinnon. And so far it has not been used to any great 
extent adversely? 

Mr. Rosey. Well, up until a few months ago, you will recall, the 
Federal Reservé Board was tied down so it could not operate. It 
was tied down by a Treasury policy of guaranteeing the price of 
Government bonds, and an easy-money policy. 

Now since the Federal Reserve has been able to free itself of Treas- 
ury domination in the protection of a particular price for a Govern- 
ment bond, we have had an entirely changed atmosphere in lending 
policies from one end of this country to the other. 

Mr. McKinnon. Let’s not go into this long treatise, because I am 
familiar with it and you are and I think most of the people concerned 
are, but specifically, the question I want to direct is this: If we are 
going to contract credit, what particular sources would you propose 
we contract? 

Mr. Rosny. Commercial bank credit is the place where you start. 
That is you do it through the open market operations. 

Mr. McKinnon. It would cut down commercial loans; would it not? 

Mr. Rosey. It does not necessarily involve cutting down com- 
mercial loans but does involve this, which is all-important. It 
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means that there is a general policy and not a specific touching of 
the economy. 

Now we have, in certain segments, broad segments, installment 
financing—stock-market speculation. You have them stepping in 
with specific, what would be called qualitative, credit control, but 
there is no doubt whatever that the Federal Reserve can prevent the 
private segment of this economy from carrying others into a period 
of violent inflation. 

Mr. McKinnon. Touching on that operation, Would you advocate 
that our Federal Government step in and create a larger margin on 
commodity purchases, on the commodity market? I think the per- 
centage now is around———- 

Mr. Rosey. You are talking about the so-called speculation in the 
commodity exchanges? 

Mr. McKinnon. That is right. 

Mr. Rosey. We have no official position on that, so far as the 
association is concerned. 

Some of our members—Mr. Ruffin here can comment probably 
effectively on that—some of our members have expressed concern 
about it, as to how they operate a hedging activity, if you start 
playing with that market, but we have no official position on it. 

Mr. McKinnon. There are two operations on the commodity 
exchange. There is a legitimate hedging operation, which is a normal 
part of your market proceedings, but we know that to a remarkable 
degree, since last June we have had a speculative influence in the mar- 
ket which has had a tremendous effect on the market; isn’t that true, 
Mr. Ruffin? 

Mr. Rurrin. Well, Mr. McKinnon, I have no brief for the specu- 
lative side of the market but it does broaden the market and makes 
for a broader operation of the law of supply and demand. 

Mr. McKinnon. We know that speculation has been taking place 
in that particular market for the last 6 or 8 months; isn’t that correct? 

Mr. Rurrin. I would say there are always some speculative 
influences. 

Mr. McKinnon. Wouldn’t you state they are there to a more 
remarkable degree? 

Mr. Rurrin. They have broadened the market. If you take that 
out you haven’t a broad enough market. I have no brief for the specu- 
lators, understand. I am interested in having the hedging features 
continue. 

Mr. McKinnon. But the hedging operation hasn’t increased to any 
great degree in the last 6 to 10 months; has it? 

Mr. Rurrrn. I can speak only with reference to cotton. 

Mr. McKinnon. Well let’s take a subject you are familiar with. 

Mr. Rurrin. I don’t think it has. I don’t know that speculative 
influence has increased. 

Mr. McKinnon. In cotton it has increased; hasn’t it? 

Mr. Rurrin. In cotton? 

Mr. McKinnon. Yes. 

Mr. Rurrin. I have been so busy with NAM that I haven’t fol- 
lowed it very closely. I didn’t think it had. 

Mr. McKrynon. Cotton has gone up tremendously, as you well 
know, along with other commodities. 

Mr. Rurrrin. Oh, yes. 
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Mr. McKinnon. You said a moment ago the legitimate hedging 
operation hasn’t been broadened to a remarkable degree. Therefore, 
the only thing we are left with is the inflationary tendencies coming 
on the market and if the market has gone up tremendously, it must 
have been due to inflationary and speculative buying. 

Mr. Rurrin. What put the cotton market up, Mr. McKinnon, was 
a very short crop. That will happen any time, speculation or not. 
You have a very short crop, and cotton will go up. 

Mr. McKinnon. That hasn’t been true on hides; has it? 

Mr. Rurrin. I am not familiar with that. 

Mr. McKinnon. The crop hasn’t been short on soybeans. 

Mr. Rurrin. I don’t know. 

Mr. McKrnnon. But we have seen a tremendous price increase 
in the commodity market in those items, too. 

Mr. Rurrin. I don’t know about those. 

Mr. McKinnon. If you are going to get into credit restrictions, 
certainly you must have some sort of a higher deposit or down pay- 
ment on your commodity exchange, if you are going to get into 
some sort of credit regulations, wouldn’t you say so? 

Mr. Rurrin. I wouldn’t know. I hope it wouldn’t be to the extent 
that you will narrow the market. 

Mr. McKinnon. You came here to advise us on credit controls. 
Certainly on this great aspect of credit controls you should have some 
opinion. 

Mr. Rurrin. I think it ought to be an adequate control on all 
credit, Mr. McKinnon, generally speaking. That applies to the 
whole economy. 

Mr. McKinnon. And that would apply to the commodity exchange; 
would it not? 

Mr. Rurrin. Certainl, ; it would include all credit. 

Mr. McKinnon. We heard, just before you came on here, the 
automobile dealers’ industry complain about regulation W. 

Were you here during their presentation? 

Mr. Rurrrn. I heard part of it; yes. 

. McKinnon. Would you be in sympathy with that or not? 

. Rurrin. We have no position on regulation W. 

. McKinnon. That is a big part of credit control; is it not? 

. Rurrin. As an association, we take the position that adequate 
credit controls should be exercised on everything. The cotton that I 
manufacture, automobiles, and everything else. Adequate, I say. 

Mr. McKinnon. Do you think the present controls are adequate 
or inadequate? 

Mr. Rurrin. I think they are adequate on cotton. I don’t know 
about automobiles. I don’t know that industry. 

Mr. McKinnon. What is the position the NAM has on it, since 
they are advocating stricter credit controls? 

Mr. Rurrin. In all phases of credit; yes. 

Mr. McKinnon. You would be tougher on automobile payments? 

Mr. Rurrin. Not at all. I would say adequate credit control 
throughout the whole economy. 

Mr. McKinnon. That word “adequate” is only a relative word. 
Have we sufficient credit controls in effect today to stem this inflation? 

Mr. Rurrin. I think maybe the powers are there, and [ hope they 
will be exercised. They are just beginning to be exercised by the 
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Federal Reserve System. If they are not adequate I think the Con- 
gress ought to give them more. I don’t know. They ought to prove 
their case to you. 

Mr. McKinnon. The allocation of power should be broad enough, 
but, Are we putting enough credit control in effect to stem inflation 
today? That is the question. 

Mr. Rurrri. I don't think we are; no. 

Mr. McKinnon. Then you would advocate stiffer credit controls 
than we have today? 

Mr. Rurrin. Yes, indeed. 

Mr. McKinnon. That would apply to housing, also? 

Mr. Rurrin. That doesn’t apply to every item. On some it may 
be adequate. I don’t know. For instance, I don’t know about the 
automobiles. 

Mr. McKinnon. Are we stopping inflation today? 

Mr. Rurrry. No; we are not. 

Mr. McKinnon. Then you agree that we have to have stiffer 
credit controls on our whole economy? 

Mr. Rurrin. Of course some prices have begun to ease up. 

Mr. McKinnon. You advocate stiffer credit controls throughout? 

Mr. Rurrin. Where they are needed. 

Mr. McKinnon. Where are they needed, Mr. Ruffin? That is 
what I want to find out from you. What is the NAM’s position on 
this? 

Mr. Rurrin. I think that is an administration problem. Just like 
Mr. Multer said, I can’t spell it out for you. 

Mr. McKinnon. Let’s get this straight. You are coming in to tell 
the Congress what they should do to curb inflation. 

Now in turn, in order to be a good legislator, I am trying to find 
out from you specifically what steps we should take to control this 
inflation. You tell us that price controls have no effect on controlling 
inflation. You said credit controls do have. 

I want to know, Do we have sufficient credit controls in effect or 
do we need more credit controls to stop inflation? 

Mr. Rosey. May I comment on that? We have an over-all posi- 
tion on consumer-credit controls. It is a position of keeping that 
segment of our economy from leading us into further inflation. That 
does not mean that new bank loans cannot be made, it doesn’t mean 
that mortgages have to stop, it doesn’t mean that you necessarily 
have exactly the right regulations in W, or any of the rest of them. 

Now it does mean—— 

Mr. McKinnon. It does mean that we are going to have to cut down 
on credit; does it not? 

Mr. Rosey. It does mean that the Federal Reserve must have 
whatever power is essential. 

Mr. McKinnon. It already has that power. 

Mr. Wotcorr. No. 

Mr. Rosey. The Federal Reserve I read in the paper is going to 
come in and ask for additional powers. Our position I assume when 
that time comes, if they can show beyond question that they do not 
have enough power to control it, is that we would support additional 
powers. We will wait until we see their case. This much is clear 
in the record. 

Mr. McKinnon. That may take 6 to 8 months, do you realize that? 
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Mr. Rosey. It probably will not. 

Mr. McKinnon. I don’t believe you appreciate the slowness with 
which Congress operates. 

Mr. Rosey. The Federal Reserve has only started to operate in 
the field of control within the past few weeks. It has had a very 
marked effect. You cannot today, and no one today, can say what 
the ultimate effect of the exercise of these powers will be, but the 
trend so far has been to the good—very definitely. It has unques- 
tionably been one of the factors that has caused an elimination of 
some of the inflationary pressures, and has given us some easing in 
the price level. How far it will go, it is still too early to say. 

Mr. McKinnon. Inferentially, then you approve of regulation W 
as it now stands, and as promulgated by the Federal Reserve Board? 

Mr. Rosey. Not necessarily; it may be that the gentleman who 
preceded us has a case where there has been more restriction than is 
necessary. 

All we say is that there are two segments of the economy that must 
be prevented from leading us into an inflation, one should be handled 
through credit control, the other is by fiscal governmental policies. 

Mr. McKinnon. On the one hand you are saying to me that we 
should give powers to the executive agency of the Government to 
exercise Whatever powers they feel are necessary, and on the other side 
you are saying to us, “‘ You are giving too much power to the Executive 
and Congress should retain these powers for itself.” 

What are we to believe? 

Mr. Rosey. I don’t think what we are saying is quite that, Mr. 
Congressman. 

The Federal Reserve argument, on whether it should have power, I 
guess that took place in 1913—you will recall it also was a Democratic 
measure. 

Mr. McKinnon. It is an executive agency, is it not? 

Mr. Wo.tcort. Oh, no. 

Mr. Rosey. The Federal Reserve Board is independent of the 
Congress, and is not an executive agency; no. 

Mr. Woxcorr. Will you yield? 

Mr. McKinnon. I yield. 

Mr. Woucorr. The Federal Reserve Board is not independent of 
the Congress, it is independent of the Executive. 

Mr. Rosry. Excuse me, you are right. 

Mr. McKinnon. We have no direct control over them. 

Mr. Wotcorr. You have the only direct control. The President 
has no control. 

Mr. McKinnon. We passed a general law. 

Mr. Wo corr. We can change the law when we see fit. They 
report directly to the Congress. 

Mr. Mutrer. And within limitations, we can pass laws restricting 
the President. 

Mr. McKinnon. So it is an identical operation? 

Mr. Wotcorr. No; it is not. 

Mr. Rosey. It is a very different operation. 

Mr. McKinnon. Just like the RFC. The RFC doesn’t have any 
authority without getting it from Congress, nor does the President. 
It is an identical operation there. 
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Mr. Wo corr. You can limit the powers of the Federal Reserve 
as you will 

Mr. McKinnon. We can do the same thing for the President. 

Mr. Mutter. Within certain limitations prescribed by the Con- 
stitution. 

Mr. McKinnon. So it is a very parallel operation. 

Mr. Rosry. The Federal Reserve cannot go out and open a com- 
mercial bank and start operating it, it cannot tell a bank that it 
cannot make a particular loan. 

Mr. Mutter. Nor can the President do either of those things. 
He cannot tell a bank not to make a loan unless the Congress passes 
a law and gives him the power to do it. 

Mr. Rosey. That is right, and if you proposed that, I think we 
probably would be against it. 

Mr. Rurrrin. He can set up a business under this amendment, Mr. 
Chairman. 

Mr. McKinnon. I understand you people to say you want us to 
restrict credit but you don’t want to take the responsibility of saying 
where we should restrict it. 

Mr. Rosey. I don’t quite understand what you are driving at, 
Congressman, because credit control operates in a very different way. 
You do not fix the price of individual loans, you do not go into detail, 
that makes for a rule for one bank and does not make a rule for another 
bank. 

You are assenting, and this is all we are asking, that the Federal 
Reserve have the power which was granted to it when the Federal Re- 
serve was set up in 1913. 

Now those powers, fundamentally, were the powers to see that we 
have the proper amount of credit. Mr. Wolcott could give the exact 
quotation, because he has a long record on this—— 

Mr. Wotcort. Not back to 1913. 

Mr. Rosey. Not that far, but you have done a lot of work in this 
field—that was to aid production, and if you like, protect the value 
of our currency, and so forth. 

Now there is no major country in the world today that has not 
found the necessity to have that kind of a central bank. 

We are not asking that some new revolutionary powers be given. 
We are asking that here, we let a central bank operate in the way in 
which it is supposed to operate. 

Mr. McKinnon. You want controls but you want to be careful 
whom you give the controls to, as 1 understand. 

Mr. Rosey. As Mr. Ruffin has pointed out, the Federal Reserve 
Board is appointed by the President. 

Mr. McKinnon. That is right, but as you pointed out, and as 
Mr. Wolcott has corrected me—and he is capable of doing a good job 
of it—the President has no control over the Federal Reserve Board, 
even though he does appoint it. It is such a long-term appointment 
over a period of 14 years that he can control it very little. 

Well, let’s let credit go for a moment, since you don’t want to be 
specific. I want to find out where you will move in to control. 

Let’s go to taxes. As I recall, Congress passed an excess profits tax 
bill a few months ago that provided about $10 billion of new addi- 
tional revenue for the Government. 
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Of course, since that time, that has been pretty well eaten up by the 
increased cost in prices in our procurement effort, for the military. 

N 7 do you feel that the excess-profits tax is sufficiently stiff in that 
regard? 

Mr. Rurrin. We felt, Mr. McKinnon, that corporation taxes have 
come very near reaching the saturation point. 

Mr. McKinnon. Where would you raise the additional tax to help 
tighten up the economy? 

Mr. Rurrin. We recommend a manufacturers’ excise tax imposed 
at the end-product level on everything except food and food products. 

Mr. McKinnon. Would you have any other additional income tax? 
What do you think of the income-tax bill that the House Ways and 
Means Committee is reporting now, approximately three points up 
on income and about five points up or thereabouts on corporation 
income? Are you in favor of that tax bill? 

Mr. Rurrin. I am not saying absolutely that corporations or 
individuals should pay no more taxes. I simply make the statement 
that both have reached a saturation point, and I think the only broad 
source of revenue left to the Government is this consumer field. 

Mr. McKinnon. You would put it on the consumer? 

Mr. Rurrin. Yes. 

Mr. McKinnon. Even though corporations are still making a pretty 
good amount of profit? In fact, all-time record profits? 

Mr. Rurrin. That is quite a question in itself, Mr. McKinnon. 

Mr. McKinnon. Yes, I know, and I don’t want to get into that 
argument with you. 

Mr. Rurrry. We are dealing with 50-percent dollars too. 

Mr. McKinnon. And they are 50-percent dollars that the wage 
earner is taking home, too. It is all relative. 

Mr. Rurrin. It is relative, and on the sales dollar, I think we could 
have a broad discussion, but corporation profits as a percentage of 
sales 

Mr. McKinnon. We have never been quite able to understand how 
the corporations defend the fact that their profits are on a 50 percent 
dollar, but when they start paying out taxes they object to paying out 
a 50 percent tax dollar. 

Now if you put in your manufacturers excise tax and we finally get 
a bill through, which might take 3 or 4 or 5 or 6 months, how long do 
you think it is going to take before that tax program becomes effec- 
tive in stopping this inflationary trend that we are in now? 

Mr. Rurrin. Well, if you pass an excise tax it would take effect 
practically immediately. 

Mr. McKrnnon. It would 30, 60, or 90 days before it began to get 
into the retail channels, would it not? 

Mr. Rurrin. Possibly that long. 

Mr. McKinnon. It would probably take 6 months, judging from 
past actions of the Congress, before it would go through Congress. 

I mean we don’t pass tax bills very fast in Congress. It takes a 
long period of committee hearing before a bill is reported out, then it 
goes to the Senate, takes a long time over there, and finally by the 
time it is signed into law, 6 or 10 months have elapsed. 

Would you say, judging by past operations, that it would take some 
12 months before excise taxes were in operation? 
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Mr. Rurrry. I think it depends on Congress, the speed.with which 
you can act. 

Mr. McKinnon. Yes; we are only going by past actions of Congress. 

Mr. Rurrin. Congress acts pretty fast when it sees something that 
needs to be done. 

Mr. McKinnon. Not on tax legislation. I have never known it to 
act very fast. And your credit restrictions are going to take a certain 
amount of time to operate, aren’t they? 

Mr. Rurrin. Credit restrictions move pretty fast. 

Mr. McKinnon. Yes; but it would take about 6 months before we 
see any appreciable effect. 

Mr. Rurrin. It would take effect very fast. 

Mr. McKinnon. There will be a lag, though, between the time we 
do anything, from this date forward, before any real action comes out 
of Congress and is felt in the economy. Wouldn’t you concede that 
point? 

Mr. Rurrrn. Well, I think Congress can act fast. 

Mr. McKinnon. It can, but we are only going by what it does, 
Mr. Ruffin; and judging by what it has done and by the length of 
time, there is quite a lead time, is there not? 

Mr. Rurrin. We began to advocate this program many months 
ago. It is not something new. We advocated it before Congress 
months ago. 

Mr. McKinnon. But there is a lead time involved, is there not, 
before we have any legislation out on taxes? 

Mr. Rurrriy. I think that is up to Congress. I wouldn’t be quali- 
fied to say. 

Mr. McKinnon. If you had to bet, which way would you bet? 

Mr. Rurrr. I don’t think it would be enacted immediately. 

Mr. McKinnon. And as to increasing production, how much is it 
going to take to increase our production to correspond to the $50 
billion pumped into the economy by the defense effort? 

Mr. Rurrrin. There again I think you have to tax that dollar 
out of the consumer market, in order to prevent this inflation. Pro- 
duction itself is increasing very rapidly. It is 33 percent more now 
than it was in 1946, in units, not dollars. 

Mr. McKinnon. How much? 

Mr. Rurrin. 33 percent, approximately. 

Mr. McKinnon. That is over a 5-year span? 

Mr. Rurrty. And it is 75 percent more than it was in 1939, with 
about 10 percent more estimated to be added by the end of this year. 

Mr. McKinnon. In other words, we are increasing at the rate of 
about 5 percent a year? 

Mr. Rurrry. I think currently we are doing it somewhat faster 
than that. 

Mr. McKinnon. Of course, the squeeze comes where our shortages 
are, 

Mr. Rurrin. That is true. 

Mr. McKinnon. Taking the meat situation we are in today, the 
meat producers tell us it takes 2}; years to increase the supply of meat, 
from the time the calf is born to the time it is ready to go to market. 

Mr. Rurrin. That is a very special thing. 

Mr. McKinnon. That is where it is pinching an awful lot right 
now. 
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Mr. Rurrin. That is right. 

Mr. McKinnon. And on many other food items it takes from 8 
to 12 months, does it not? 

Mr. Rurrin. I would think so. 

Mr. McKinnon. In your particular line, cotton, it takes at least 
12 months. So we do have a lag or lead time on production, don’t we? 

Mr. Rurrin. Yes; there is bound to be some. 

Mr. McKinnon. You are familiar of course with what happened 
in World War II on your cost-of-living factor, that when OPA went 
on, it did hold the line fairly firmly between 1942 until it was repealed 
in 1946. It did depress prices. 

Let me get this straight with you too, so we won't be talking of 
different things. I don’t know whether the price control program 
stopped inflation basically, because we saw inflationary tendencies 
break out after OPA was removed. 

Mr. Rurrtin. Yes. 

Mr. McKinnon. But it did have a depressing effect and did hold 
the line on consumer prices during those 4 years it was in effect, isu’t 
that true? 

Mr. Rurrin. It had some effect on it. I would like to get Dr. 
Robey to speak on that a moment. We have got some figures we 
feel—— 

Mr. McKinnon. Our time is limited so I would appreciate a brief 
answer. LKither OPA did or it didn’t. We have a chart from the 
Bureau of Labor Statistics which shows that between 1942 and 1946 
the cost of living increased 3 or 4 percent. 

Mr. Rurrin. This won’t be a long statement, Mr. McKinnon. 
We feel that we should answer that particular point. It is a very 
interesting question. 

Could you hear Dr. Robey for a moment on it? 

Mr. Wotcorr. Will you yield, Mr. McKinnon? 

Mr. McKinnon. | will be glad to. 

Mr. Wotcorr. Right along this line, when Multer was questioning 
you, you had reference to some charts and figures which you thought 
might be interesting with respect to the history of prices. 

Are they in such form as they can be placed in the record? 

Mr. Rosey. I have a chart, sir, that could be put in. I think I can 
do it in 3 or 4 minutes. 

Mr. Mutrer. Isn’t your chart taken from Government sources? 

Mr. Rosey. Yes sir. We never use any figures that don’t come 
from Government sources, generally. 

This chart follows the immediate period you are talking about, 
Congressman. It shows, on a month-by month basis, the relation in 
the movement of prices and wages, in hourly average earnings of 
manufacturing. 

Starting with January, 1946, as par, if you like, we run on for 3 
months with the both indices going together. We then got a wage 
increase, and the indices spread apart by that much. 

Mr. McKtnnon. Is this general wages, or the manufacturing 
industry? 

Mr. Rosey. This is the average hourly earnings of manufacturing. 

Mr. McKinnon. It doesn’t represent, then, but about one-third of 
our total economy in wages at that time? 
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Mr. Rosey. In manufacturing employees, we have about 15 mil- 
lion. But these happen to be the only hourly wage figures we have. 
You have a total labor force, which includes you among others, of 60 
million, or a little better. 

Mr. McKrnnon. It wasn’t that high in 1942. 

Mr. Rosey. But these are the only statistics that we can get on 
this. Following the wage increase in early 1946 prices came up, and 
in August 1946, prices went a little ahead of wages. 

Then, the next month, wages went a little ahead; then prices took 
a jump and for 7 months, wages fell behind the cost of living. 

We got another round of w age increases, and prices again came up, 
and passed by a mere fraction. 

Another round of wage increases in 1948, again prices came up, but 
that time didn’t quite equal wage increases and from there on prices 
lost out completely. 

Here you see, this whole black part, shows the extent to which 
wages are now rising above the Consumers’ Price Index. 

Mr. McKinnon. You have overlooked one factor that I am greatly 
concerned about, and that is the other 45 million whose wages are not 
reflected in that black line. hat is all right for the wage earners 
with good collective bargaining unions, but we have a lot of fixed 
income people 

Mr. Rosey. This goes much beyond just union workers, sir. 

Mr. McKinnon. It doesn’t go very much beyond if you are only 
taking 15 million as your base. 

Mr. Rosey. In manufacturing there is still quite a substantial 
amount that are not members of unions. But I think that you will 
agree that in general our wage scale moves in this line; that you do not 
have a great discrepancy of that kind. 

Mr. McKinnon. You have quite a lag. You get out and talk 
with the rank and file of the people in the country and you will see. 

Mr. Rosey. If the manufacturing wages go up, the others are 
going to follow pretty much? 

Mr. McKinnon. Not nearly so much as you might think. 

Mr. Rosey. I would like to make one additional point, if I may, 
which was a statement that was issued at the end of 1946, which 
states the position that we believe was sound then, and is still sound. 

At that time we had a statement to the effect, ‘from Mr. Nathan, 
that wages could be increased substantially w ithout i increasing prices 
again. 

“In commenting on that, in December, 1946, we said: 

Here, then, in a word are the alternatives which today face the American 
public: (1) Hold wages steady and thereby keep the way open for competition 
and buyer resistance to hold prices to proper levels; or (2) give another round of 
wage increases and thereby forcé prices still higher, higher, as shown by the 
experience earlier this year, by just about the amount of the wage increase. 

And that, sir, is the record of the past 4 years. Every time we 
have a wage increase, we have a price increase. 

Mr. McKinnon. That isa sort of an argument like that about which 
comes first, the hen or the egg, and if you talk to others they will 

say the only reason wages go up is because prices go up. 

Mr. Rosey. Yes, but you start with 1939, if you like, or an 
period back of that, and draw the kind of chart I have shown, 
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think you will answer the question of which comes first, the hen or the 


egg. 
"Tee. McKinnon. Getting back to the original question, during 
1942 to 1946, we did hold the line of prices fairly stable? 

Mr. Rossy. The Consumer Price Index certainly stopped a sharp 
upward movement and tended to level out, with many commodities 
off the market, deterioriation of quality, and so forth. Now let me 
add, because I don’t want to give a wrong impression: We looked into 
that index very sharply, toward the end, to see whether that lack of 
quality, and so forth, whether there were false prices in there. 

We have no criticism to make of the Bureau of Labor Statistics in 
the handling of its index except criticisms that the Bureau makes itself. 
There was a leveling out of prices, with the disappearance of goods and 
all the rest of it. It did not stop inflation, as you already indicated 
It backed up. We also had some kind of a wage stabilization policy 
through the first part of it. 

But our goods went off the market to an increasing extent, and so 
what we did—and this is the point I want to drop, because this we can 
always do—by a system of price controls you can stabilize an index, 
the index figure. That is quite true. If necessary, you revise the 
index number and take out of it anything that is moving. 

But a stabilization of a consumer price index does not necessarily 
mean that you are protecting the workingman in this country, because 
the things that he is spending money on may be very different, and the 
particular price that they are using may not have any necessary rela- 
tion to the worker’s budget, as he has to live. 

So let’s not get confused, that by merely establishing or stabilizing 
a statistical series, we are either eliminating inflation or giving any 
protection to the working people. 

Mr. McKinnon. I think we both agree that the price control era 
worked fairly well for the first 2 or 3 years, but the longer it went, the 
worse it became, both on the matter of quality and black marketing, 
and things like that. 

Mr. Rosey. I[ think price control will work when there is no occasion 
for it. 

Mr. McKinnon. Well, it worked when there was occasion for it, but 
the longer it stays in effect without other sustaining factors, the less 
likely it is to be successful. 

The point I am making is simply this: Going into this year or two 
of adjustment period, which we are in right now, we certainly need 
something to keep prices stable, until other larger factors like increased 
production, your tax program, and credit control program come into 
effect. 

Mr. Rosey. That was the reason that Mr. Ruffin put in the latter 
part of his statement some figures on increased buying following Korea, 
and I commend them to your attention because | think this is the first 
time they have ever been put together. In the first quarter of this 
year, as a result of the buying hysteria we have been going through, 
consumers increased their purchases $22 billion over the first half of 
last year. 

That is a phenomenal i increase, and in spite of it, business increased 
inventories by $10 billion. 
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In other words, this great buying spree by the public did not denude 
our shelves and create shortages. And all of that was in the face of 
the military program being stepped up very much. 

Now, taking the increase in the military, the increase in consumer 
buying, and the increase in inventories, and we had a total new demand, 
if you like, coming onto our market, of, say, roughly $46 million. No 
one can say that the consumers are going to stop this hysterical 
buying or that inventories are going to level out. That depends a 
whole lot on what is done here. 

But if by some good fortune we could get the public to settle down 
and buy at the more regular rate—— 

Mr. McKinnon. It has been doing that for the last 2 or 3 months, 
has it not? 

Mr. Rosey. Well, the most recent figures indicate an easing off on 
the part of the public. 

Mr. McKinnon. Ever since January? 

Mr. Rosey. That is right. 

Mr. McKinnon. Do you suppose that Mr. DiSalle’s stabilization 
had any effect on that? 

Mr. Rosey. That is a question on which you can have merely an 
opinion. 

Mr. McKinnon. But it is an indication that it didn’t have a bad 
effect at least, did it? 

Mr. Rosey. I should assume that the price control, as we have used 
it up to this point, has been largely insignificant. If anything 

Mr. McKinnon. I disagree with you, because I know from the 
experience | have had in retailing, and merchandising, that you 
always find people rushing in to buy on an ine reasing price market, 
and where people feel that prices are stable or going ‘down, they are 
very reluctant to come in to buy. 

Mr. Rosey. Yes, and if they fear shortages they will come and buy. 

Mr. McKinnon. That is right. There has been no indication of 
shortages at any time during the last 8 months? 

Mr. Rosey. There is no doubt in my mind that when we started 
talking about the imposition of controls last year, that money people 
came into the market and bought things because they thought con- 
trols would come on, and we were going to have scarcities. You 
know many people who have done just that. 

Mr. McKinnon. There has been a lot of psychological buying, 
and it has been aided by unrestrained credit, but also when the 
stabilization order went into effect, the buying eased off at the same 
time, maybe coincidentally. 

Mr. Rosny. That is a cause and effect which I would have difficulty 
following. 

Mr. Kurrix. Don’t you think a lot of it was scare buying? 

Mr. McKinnon. It was all scare buying, but during all this scare 
buying when the purchasing power went up to a rate of $46 billion, to 
use your figures, we were putting hardly anything into national de- 
fense. 

Now we are coming into the period where we are pumping about a 
billion dollars a week into national defense, just at the very time when 
we should be having some strong pressures on holding the line and 
now you advocate complete relaxation. 
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I would just like to ask one question in closing: Is Charley Wilson, of 
General Electric, a member of NAM? 

Mr. Rurrrn. His company is, yes. 

Mr. McKinnon. Do you have confidence in Mr. Wilson’s integrity 
and ability and business judgment? 

Mr. Rurrrin. I have a great deal of respect for him. I don’t agree 
with him on these amendments, though, and I believe he said that he 
only initiated two of them. He also said that he rejected about 50 
percent of what was given to him. 

Mr. McKinnon. Well, he made a strong plea for these amend- 
ments before our committee. He advocated price controls and wage 
controls. And also the same controls you are advocating. 

Mr. Rurrin. | saw a news statement to the effect that he was a 
reluctant witness. 

Mr. Mutter. That isn’t a fair statement. He said he was re- 
luctant to impose controls. He wasn’t reluctant as a witness. 

Mr. McKinnon. Have you read his testimony? 

Mr. Rurrin. No. 

Mr. McKinnon. I suggest you read his testimony and judge for 
yourself. But the point is, if he is a member of your association, that 
certainly NAM isn’t in complete agreement, or its membership isn’t 
in complete agreement on the stand you are taking here today. 

Mr. Rurrin. I believe they are substantially in agreement with me, 
Mr. McKinnon. 

Mr. McKinnon. But there is a difference of opinion, is there not? 

Mr. Rurrin. Very small, I would say. 

Mr. McKrnnon. Mr. Wilson is a small part of it? 

Mr. Rurrin. Mr. Wilson is no longer with General Electric. He 
is in public office. 

Mr. McKinnon. His thinking reflects General Electric very 
thoroughly, doesn’t it? 

Mr. Rurrin. I wouldn’t say so. 

Mr. Mutter. Mr. Deane. 

Mr. Deane. Mr. Ruffin, my questioning will be brief. 

I think my colleagues have submitted sufficient questioning, yet 
there are one or two broad observations that I would like to have 
your reaction to, and since Mr. Wilson’s name came up a moment 
ago, do you think he is acting independently of the executive branch 
of the Government? 

Mr. Rurrin. I don’t believe I could say, Mr. Deane. I don’t think 
any man in that position would call himself completely independent; 
no, sir. 

Mr. Deane. I think your observation on this point is very im- 
portant. When Mr. Wilson appeared before this committee, | asked 
him: 

Have I gained the right impression, Mr. Wilson, that the executive department 
is not interfering with the job that you are trying to do? 

Mr. Wiuson. No, sir; they are not. 

I would not think that it was the position of the NAM that Mr. 
Wilson is not sincere, and not trying to do what is honestly correct. 
That might create unstable thinking on the part of some of our 
citizens. 

Mr. Rurrrn. I didn’t mean to imply any reflection at all on Mr. 
Wilson. I have a high respect for him. But I do say that when a 

83473—51— pt. 2——-38 





1242 DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


man takes public office, he has divorced himself from industry, and 
doesn’t necessarily express the opinion of industry when he testified 
on some of these amendments. I am quite sure he did not. 

Our own association board, Mr. Deane, consisting of 160 members, 
and representing industry all over this country, both large, medium, 
and small—about a third of each, I would say, compose our board— 
and they passed a resolution only recently very much to the effect 
of substantiating the testimony I gave. 

Mr. Deane. | don’t doubt that statement. What I am trying to 
show here is that from questions directed to Mr. Wilson, in an effort 
to allay the thinking of some of the people of the country—because I 
had a gentleman from North Carolina who heads a great organization, 
when | called this statement to his attention, say, “I am glad to hear 
that,” namely, that the executive branch of the Government was not 
interfering with the job he was trying to do. 

What concerns me, Mr. Ruffin, is the rapid spiraling of prices and 
wages. Last May, $600 million per month was going into the defense 
program. In June, there was $1,400,000,000 going into the defense 
program. At the present time, $1 billion a week is going into that 
program. 

Now, if prices have spiraled as they have within the past few months, 
I am concerned about what is going to happen in the immediate 
days ahead. It is your testimony, if I get it correctly, that by re- 
strictive credit, banks, consumer loans, and the drastic curtailment of 
Government spending—even the curtailment of unwise defense 
spending—that that in itself will, you think, do the job? 

Mr. Rurrin. No, sir; plus a pay-as-we-go tax program, 

Mr. Deane. I should have included that. 

Mr. Rurrin. Yes. 

Mr. Deane. You think that will do it? 

Mr. Rurrin. We do. 

Mr. Dreanr. Now, just as a matter of comparison, and I would 
invite you and your economist to think about the testimony that was 
given here the other day—I don’t have the exact language before me, 
but I hope you may have read the record. 

The Canadian Minister of Finance, who is also the Deputy Minister 
of Trade, was in Washington, talking with officials of the Government, 
on the restricting credit provisions on banks and consumer credit in 
Canada, and it has been shown to us that since Korea, prices and 
wages have increased more rapidly in Canada than they have in the 
United States despite the rigid credit controls that prevail in Canada. 

I don’t know the correct number of banks in Canada, maybe 10 or 
11 centrally controlled banks, with some 3,000 banks. They require 
50 percent down payment, and they require likewise a 12-month 
installment period. 

Despite that fact, prices have risen even more rapidly in Canada 
during this period since our wage and price controls have gone into 
effect than here in the United States. 

I am as confident as I am sitting here that unless we stabilize prices, 
we are going to see another round of wage demands. The wage 
earner’s wife cannot make ends meet at the market today. 

Unless this committee comes to grips with this price and wage 
structure—and I am not in favor of the one without the other—I am 
afraid that we won’t be able to pass tax bills fast enough to do the job. 
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Perhaps I shouldn’t be making a statement, but should be question- 
ing you, but I am trying to give you my philosophy and my thinking 
on the matter. Perhaps no committee of Congress is faced with a 
more trying responsibility than this committee, and the comparable 
committee in the Senate, in trying to deal with these economic 
demands. 

You say; Mr. Ruffin, in your statement that you take no exception 
to title VI, and then you heard the testimony of the witness who 
preceded you. On one side we are told ‘‘we don’t want any controls,” 
on the other side we are being told, “eliminate what you ‘have,” and 
we are in the middle in a situation which presents very serious problems 
to this committee. 

I feel those on the majority side, as well as the minority side, while 
we differ in our views on certain positions, are making an effort to 
evolve a piece of legislation along the principles of what is right. 

I was very much impressed with a speech that you made—I don’t 
know where it was and I don’t have the full context—but you ended 
up with something about strengthening the moral values. 

I don’t think we are ever going to come to a solution of some of 
these serious economic, social, national, and international problems, 
until we begin to make our decisions on these serious issues, not on 
the basis of whether the National Association of Manufacturers or 
the AFL or the CIO is right, but what is right. 

Mr. Rurrin. Exactly. 

Mr. Deane. And until we can evolve that philosophy in Govern- 
ment, I don’t see much encouragement in our present situation. 

I thank you for your presence, and even though I differ with you 
on different matters, Mr. Ruffin, you have made a fine statement and 
I appreciate it, 

Mr. Rurrin. I appreciate those remarks, Mr. Deane. 

May I say that with reference to the automobile dealers, the com- 
ments we made on that—I got the impression that he was asking not 
for abolishment of controls, “but for an adjustment. 

Mr. Deane. That is right. 

Mr. Rurrin. Again, I'am not qualified to say what is the right type 
of control on automobiles, or consumer credit, because I don’t know. 
But let me add, too, Mr. Deane, that I am in thorough sympathy 
with your concern about the inflationary spiral—completely so—and 
we do feel that if a program along the lines we have outlined is adopted, 
that it will stop inflation, and that only it will stop inflation, and that 

rice and wage controls, as Mr. Eric Johnston so well put it, ‘cannot 
Gs effective for long.”’ They only deal with the symptoms and not 
with the causes of inflation. 

Mr. Deane. In your statement, on this subject of taxes, though 
that is not within the jurisdiction ‘of this committee, I wondered to 
what extent we are going to be able to further extend taxes on this 
same group of consumers, without giving them price protection, unless 
we at the same time encourage them in the upping of the wage structure. 

Mr. Rurrin. Mr. Deane, you will recall that we exempted food and 
food products, and services are also exempt. With that, we estimate 
that about half of the lower income budget would thereby be exempt 
from this excise manufacturers’ tax which we advocate, and the people 
who would buy more would be the people who would pay more tax. 
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I have concern for the lower-income taxpayer’s budget, and we do 
not specifically recommend, for instance, in the tax ‘field, that his 
exemption be lowered. I think his purchasing power has to be 
protected. 

Mr. Deane. One final thought, Mr. Ruffin. There was presented 
to us the other day—and I assumed that it was correct—and this is 
in response to a question that you made to Mr. McKinnon, namely, 
on the matter of corporate earnings—this may not be a continuing 
program, but | wonder if you saw the statement which was presented 
here by Mr. Carey, secretary-treasurer of the CIO, giving 10 manu- 
facturing industries, showing, among other things, after Federal taxes, 
a profit from 25.2 percent down to 14 percent for the fourth quarter 
of 1950. 

Do you think that profit program is going to continue? 

Mr. Rurrry. No, sir; 1 don’t, and in the first quarter of this year 
the profits have shown a marked decrease, Mr. Deane, and, further- 
more, With reference to Mr. Carey’s testimony—— 

Mr. Boutuine. Will you repeat that statement? 

Mr. Rurrin. The profit percentage has decreased very materially 
starting in the first quarter of this vear. 

Mr. McKinnon. In relation to sales? 

Mr. Rurrin. Yes; in relation to sales, in the first quarter of this 


yeal 
” Mr. McKinnon. The actual net profit is still up over last year, net 
profit before taxes, is it not? It is up about 20 percent over last year, 
I believe? 

Mr. Deans. Without taking up more time, I wonder, Mr. Chair- 
man, with the consent of the committee, if Mr. Ruffin and his associ- 
ates would be willing to give, for the record, from the same sources 


that it was claimed these figures were obtained from, covering—and 
this is the order in which they indicated their profit before taxes— 
electrical mac hinery, rubber products, paper and allied products, fur- 
niture and fixtures, instruments, fabricated metal products, chemical 
and allied products, motor vehicles and parts, stone, clay and glass, 
and primary iron and steel industries. 

I don’t know whether these are comparable or not, but in order 
for me to satisfy my own thinking, if vou could, for this first quarter 
of 1951, give us for the benefit of our thinking, what the profit was 
for these groups after Federal taxes, we would appreciate it. 

Mr. Rurrixn. We would welcome that opportunity, Mr. Deane. 
I understand you simply want us to put it in the record at this point. 

Mr. Deane. That is right. 

Mr. Rurrty. Very well. 

Further, Mr. Deane, as you asked me about Mr. Carey, I do want 
to say that I consider it one of the most fallacious and completely 
unrealistic interpretations of profits that I have ever seen. 

Mr. Deane. Well, those figures came before us, and gave me a 
great deal of concern. Of course, when you take the wage earners 
and the consumers within that particular field of those 10 categories, 
you just about cover the industry of this country. 

Mr. Rurrin. We are going to give you figures all from Government 
sources. When you see them you will agree with them. 

Mr. Mutter. I hope, Mr. Ruffin, you also use the tables and 
charts given to us by the Federal Reserve Board which appear on 
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pages 22 and 23 of their April 1951 Federal Reserve charts, which 
are in large part what Mr. Carey used for his figures. 

Mr. Rurrin. Everything we use will be from official sources. 

(The information referred to has not been supplied.) 

Mr. Mutter. Mr. Bolling. 

Mr. Bouutna. This problem of statistics, is a very difficult one. I 
have here a table indicating that while the difference between the 1946 
average weekly earnings in current dollars of all manufacturing workers 
and those of 1947 were $6.15 in terms of 1950 dollars, they actually 
lost 12 cents. That is speaking to the point of the chart which you 
gentlemen showed us earlier. 

I suspect that we can do a pretty good job of proving anything we 
want to with figures and charts. 

Mr. Ruffin, you mentioned, I believe, in answer to a question, that 
80 percent of all manufacturing was represented by, if I understood 
you correctly, the National Association of Manufacturers. 

Mr. Rurrin. Yes. 

Mr. Bouirne. And you have approximately 16,000 members? 

Mr. Rurrin. That is right. 

Mr. Bouuina. And there are approximately 800,000 manufacturers? 

Mr. Rurrin. That is about right. 

Mr. Bouiina. So in addition to being broken down a third, and a 
third, and a third, from small to medium and larger, you apparently, if 
that 80 percent is correct, have a very large proportion of the large? 

Mr. Rurrtn. Yes, I think we do. I do remind you, Mr. Bolling, 
that 7 to 8 out of every 10 members we have, have less than 500 
employees. About a third of them have less than 50. 

Mr. Boutuine. Now, on page 5 of your testimony, and I believe 
there was some little discussion of this before, item 2, you say: 

It is a notable fact that in the testimony to date no evidence has been offered 
of any failure on the part of industry to meet all calls made upon it. 

And despite the fact that I called your attention to Mr. Larsen’s 
testimony, with which you said you were not familiar, you reiterated 
that statement in the same or stronger terms. 

Just as a matter of record, I would suggest that perhaps to correct 
your view you look at Mr. Larsen’s testimony, when Mr. Gibson was 

ere before the committee; and also Mr. Chapman’s testimony, who 
specifically discussed aviation gas and manganese. Strictly speaking, 
your language may be safe, and the end result has not yet been 
achieved, but the indications are clear that in not only one specific 
case but in a number of specific cases, there may be situations where 
it would be to the advantage of the taxpayer for the Government to 
have this authority. 

Mr. Rurrin. Mr. Larsen’s testimony was in connection with a 
highly specialized metal, was it not? 

Mr. Bouuina. That is right, titanium. I broadened it slightly by 
what I just said, including Secretary Chapman’s statement. 

Mr. Rurrin. I thought his reference to octane gas was just an 
example, for instance, that the Government might need more octane 
gas and the industry might be willing to build facilities to supply it. 

But he simply used that as a possibility. I don’t believe, though, 
our ey has failed to supply the facilities to meet any foreseen 
need. 
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Mr. Boutrne. Well, I think his point was a fairly reasonable one. 
There was a reasonable belief that there probably would be some 
necessity for this authority. 

Mr. Rurrin. That was an illustration he used, I think, with 
reference to octane gas. 

Mr. Botta. He used it not only historically, but he also looked 
to the future. 

Are there any conditions under which you think you would favor 
price and wage controls? 

Mr. Rurrin. No, sir; there are not. 

Mr. Botuina. There would be no conditions? 

Mr. Rurrin. I don’t think so, because they hinder production, and 
thereby add to the inflationary forces. I gave other objections—I 
think they create black markets, encourage shortages of goods, and 
I simply think they do more harm than good. 

Mr. Bouurne. You are familiar with the fact that we used about 
45 percent for war production during World War II, 45 percent of 
the national product? 

Mr. Rurrin. Forty-five at the peak, I think it was. I think now 
it is around 10 or 11, and estimated to be 10 or 20 at the peak. 

Mr. Bourne. Let’s say we got into another all-out war and 
required 60 to 70 percent. You would still be against direct controls? 

Mr. Rurrrn. Well, I think if we were to adopt a strong fiscal and 
tax and credit program, as we are discussing, that even in that situa- 
tion it would be the only answer. 

Mr. Bo.turne. No price and wage controls under any circumstances? 

Mr. Rurrin. And a pay-as-we-go tax program, I think would 
take care of it. And mind you, I fear inflation just as much as you 
do. I think it is a very serious threat. But I just think that price 
and wage controls will not contribute to stopping inflation. 

Mr. Boutine. Let’s suppose that as a practical matter Congress 
and the Executive were able to do everything in your proposed pro- 
gram, but failed to a degree in the question of Government economy, 
and in the question of taxes, so that there would be an inflationary 
gap of about $5 billion. 

You would still think that this program that you have proposed, 
with that failure on the part of an agency over which you have no 
control—not your failure—would be preferable to price and wage 
controls? 

Mr. Rurrrn. I would hate to see Congress admit that it wouldn’t 
meet this situation as we think it can only be met. I don’t think 
price and wage controls, again as Eric Johnston himself said, can be 
effective for long. It would take such a program as this to do it. 

Mr. Bouuirna. And all of it will have to be done. Don’t mis- 
understand me, and don’t make it appear—and I am sure you are not— 
that I predicted that that would happen. 

Mr. Rurrin. No J didn’t. I simply can’t bring myself to agree 
that wages and price controls will help over the long run in any 
instance. I didn’t mean to interpret your question in any way. 

Mr. Bo.turna. Now, I would like to know if you or Dr. Robey 
think that the present tentative bill, now before the Ways and Means 
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Committee, as reported in the press, is going to close the inflationary 

ap? 
. Mr. Rosey. If this were going to be the final bill, it wouldn’t 
begin to close it. We need something almost certainly, unless we 
get much more Government economy than would seem to be in the 
cards at the moment, we need more than $7 billion. 

There is another factor on that, however: You can have inflation, 
Mr. Bolling, with Government expenditures paid for. That is, a tax 
bill, to a major extent, will not hold down consumption, but on the 
contrary, is merely shifting some purchasing power around. 

So that I think—this bill isn’t out, and I don’t like to be too critical 
of it, but let me say that I am seriously in hopes that Congress, when 
it comes to really looking at this, makes very substantial changes in 
the proposals there, both as to magnitude, timing and character of 
taxes. 

Mr. Bouurna. Within the light of what it has already done, you 
would in effect predict the failure of your own program? 

Mr. Rosey. That is something over which we have po control. All 
we say, as Mr. Ruffin says, is that unless you have this kind of a 
program, then you will have inflation, and if we are going to have this 
kind of a tax bill, and no Government economy, you are going to get 
inflation. 

Mr. Bo.urnc. That is all. 

Mr. Mutter. Mr. Betts. 

Mr. Berts. I have no questions. I think there were a lot of 
questions, after limitations were imposed, that the witnesses might 
want to answer. I was referring to the one Mr. Deane asked as to 
the present inflationary situation in Canada. You looked as if you 
wanted to answer, and also as to the one Mr. McKinnon wanted as to 
effect of price control during the war. I imagine these witnesses would 
like to file a supplemental statement. 

Mr. Mutter. We will be glad to receive any supplemental state- 
ment you care to submit. 

I might also suggest in that connection, I am always intrigued by 
the statements of witnesses coming before various congressional com- 
mittees in suggesting that the Government cut down its expenditures. 
I would like to have you submit to us, if you can, a statement of what 
expenditures of Government you would like to have cut down, what 
services you would like to have elininated, what employees and what 
departments you would like to have eliminated, and how much would 
be saved in each of those instances. 

Mr. Rurrin. We will welcome that opportunity and will file that 
as a part of the record. 

Mr. Murer. Very well. 

Mr. Rurrrn. May we suggest that the charts we used be made a 
part of the record? 

Mr. Mutter. Yes, if you photostat them and file them, they will 
be made a part of the record. 

(The information referred to appears on p. 1248.) 

Mr. Mutter. Thank you very much, gentlemen. 

The committee will recess now until 2:40. 
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WAGES COMPARED WITH CONSUMER PRICES 


THE LENGTH OF THE BAR SHOWS THE EXCESS 
OF WAGES OVER CONSUMER PRICES 
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(Whereupon, at 1:57 o’clock p. m., the committee recessed, to re- 
convene at 2:40 o’clock p. m., the same day.) 


AFTERNOON SESSION 


(Whereupon, at 2:40 p. m., the committee reconvened, Hon. Paul 
Brown presiding.) 

Members present: Messrs. Spence, Brown, Multer, Wolcott, 
McDonough, and Betts. 

Mr. Brown. The committee will come to order. 

The Clerk will call the next witness. 

Mr. Hauianan. Mr. Rowland Jones, Jr., president, American 
Retail Federation, representing the American Retail Federation. 

Mr. Brown. Go ahead, Mr. Witness. 

Mr. Jones. Mr. Chairman, I have a statement. 

Mr. Brown. Very well, you may proceed as you please. 


STATEMENT OF ROWLAND JONES, JR., PRESIDENT, AMERICAN 
RETAIL FEDERATION 


Mr. Jones. My name is Rowland Jones, Jr. I am president of the 
American Retail Federation with offices at 1625 I Street NW., 
Washington, D.C. The American Retail Federation is a federation 
of 23 national retail associations and 32 State-wide retail groups. 

I am also executive vice chairman of the planning committee of 
the retail industry committee, an emergency committee organized 
shortly after Korea to coordinate the retail industry on a wide basis 
in the handling of issues and problems arising out of the defense 
effort and to make available to Government the experience and tech- 
nical knowledge of the industry. It is on behalf of the retail industry 
committee that I appear here today. 
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Rosters of the member groups of the federation and of the retail 
industry committee are made a part of this statement. 
(The information referred to is as follows:) 


RosteER OF THE RetTait INDUSTRY COMMITTEF 


MEMBER ASSOCIATIONS AMERICAN 


RETAIL FEDERATION 


State associations 


California Retailers Association 

Colorado Retailers Association 

Delaware Retailers Council 

Florida State Retailers Association 

Georgia Mercantile Association 

Idaho Council of Retailers 

Associated Retailers of Indiana 

Associated Retailers of lowa, Inc. 

Kentucky Merchants Association, Ine. 

Louisiana Retailers Association 

Maine Merchants Association, Ine. 

Maryland Council of Retail Merchants, 
Tne. 

Massachusetts Council of Retail Mer- 
chants 

Michigan Retailers Association 

Missouri Retailers’ Association 

Nevada Retail Merchants Association 

Retail Merchants Association of New 
Jersey 


New York State Council of Retai! 
Merchants, Inc. 

North Carolina Merchants Association, 
Ine. 

Ohio State Council of Retail Merchants 

Oklahoma Retail Merchants Association 

Oregon State Retailers’ Council 

Pennsylvania Retailers’ Association 

Rhode Island Retail Association 

Retail Merchants Association of Ten- 
nessee 

Council of Texas Retailers’ Associations 

Utah Council of Retailers 

Virginia Retail Merchants Association, 
Ine. 

Associated Retailers of Washington 

West Virginia Retailers Association, Ine. 

Retail Merchants Association of South 
Dakota 


National associations 


American National Retail Jewelers 
Association 

Association of Credit Apparel Stores, 
Ine. 

Institute of Distribution, Ine. 

Limited Price Variety Stores Associa- 
tion, Ine. 

Mail Order Association of America 

National Association of Chain 
Stores 

National Association of Credit Jewelers 

National Association of Music Mer- 
chants, Ine. 

National Association of Retail Clothiers 
& Furnishers 

National Association 
Stores 


Drug 


of Shoe Chain 


The following members of the retail 
the American Retail Federation: 


American Booksellers Association, Ine. 

Associated Retail Bakers of America 

Diaper Institute of America 

Institute of Industrial Launderers 

Master Photo Dealers and Finishers 
Association 

National Association of Independent 
Tire Dealers 


May 28, 1951 


National Retail Dry Goods Association 

National Retail Farm Equipment Asso- 
ciation 

National Retail Furniture Association 

National Shoe Retailers Association 

National Stationery and Office Equip- 
ment Association 

Retail Credit Institute of America, Ine. 

National Luggage Dealers Association 

American Retail Coal Association 

Retail Paint & Wallpaper Distributors 
of America, Inc. 

National Retail Tea and Coffee 
chants Association 


Mer- 


industry committee are not members of 


National Industrial Stores Association 

National Institute of Diaper Services 

National Office Machine Dealers Asso- 
ciation 

Retail Tobacco Dealers of America, Ine. 


Mr. Jonrs. The owners and operators of the 1,771,000 retail stores 


of the United States fear inflation as an enemy as dangerous as any 
we face in this emergency. Retailers, generally, also fear inflation 
because as the quartermaster of the American people they are first to 
feel its direct effects on the price level, in unit sales and on the costs 
of doing business. 
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Similarly, they are the first to feel the destructive effects of the 
deflation which sooner or later must follow inflation of the price level, 
inflation of inventories, and the decrease in the purchasing power of 
money. 

It should be stated that retailers are far more interested in the 
total of unit sales of the products they distribute than they are in 
the dollar total of their sales. 

They have learned through experience that high unit sales mean 
more production, more jobs, and a stable economy while increases in 
dollar sales which outrun unit sales are simply the signal of trouble 
ahead for all of our people. 

When the tragedy of Korea created price flurries in the commodity 
markets, and a wave of scarce buying, Congress was faced with de- 
mands to impose controls to attain economic stability and to prevent 
run-away inflation. 

At that time our industry took no position for or against price con- 
trols because retailers, along with Members of the Congress could 
not predict the course of inflation sparked by the Korean tragedy. 

However, the experience under price control during World War IT 
showed all too clearly the futility of controlling prices without at the 
same time controlling all costs in the economy, and the basic causes of 
inflation. 

This experience prompted the retail industry to recommend to 
Congress that: 

If and when enacted, price-control legislation shall recognize the necessity of 
controlling simultaneously all the elements of cost entering into the seller’s price, 
including raw materials, agricultural commodities, wages, and transportation 
costs. 

They took this position in spite of the fact that there was little 
positive assurance in the legislative proposals, which became the 
Defense Production Act of 1950, that the necessary corollary actions 
essential to effective control of inflation would be taken by the ad- 
ministrative and legislative branches of our Government. They 
knew from experience, that interference with the free decisions of 
millions of Americans creates the very real danger of damage to 
production which retailers know to be the only long-range, effective 
brake on inflation. 

Ever since the Korean War started the retail industry has recognized 
the threat of uncontrolled inflation as the greatest internal danger 
facing our Nation and menacing the success of our entire rearmament 
plans. Retailers are particularly sensitive to the danger of inflation 
for they depend for their existence on the purchasing power of con- 
sumers. Being closest to the consumer level in the economic struc- 
ture, the retailers’ good will is endangered by the resentment invariably 
engendered by rises in the cost of living. 

Retailers have now lived under price control for a period of 4 
months. 

These controls were invoked 5 months after the grant of authority 
to control by this committee and the Congress. It is idle to discuss 
the delay in their imposition and the time required to construct a 
system of controls. No more difficult task can be imagined than the 
development of a system of price controls in a complex economy. 
It should be said that in spite of the fact that the necessary corollary 
actions have not been taken, those in charge of the development of 
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price controls have, in all probability, done as good a job thus far in 
this difficult field as could any group of people which could be 
assembled. 

However, the difficulty lies in the fact that without the stabilizing 
benefits of the essential corollary actions have not been taken, those 
in charge of the development of price controls have, in all probability, 
done as good a job thus far in this difficult field as could any group of 

eople which could be assembled. However, the difficulty lies in the 
act that without the stabilizing benefits of the essential corollary 
actions the control of prices is an impossibility. 

The events of recent months reaffirm the truism of World War IT 
experience that in our complex interrelated economy, all elements 
which enter importantly in the cost of living must be stabilized or the 
cost of living cannot be stabilized. 

The retail industry committee believes the Defense Production Act 
of 1950 is a useful part of the Nation’s fight against inflation only if 
its original intent is carried out intelligently and consistently with the 
philosophy of our free enterprise system. Attempts to check inflation 
or anything short of an over-all basis, including the necessary indirect 
controls, become a national liability by dislocating the intricate 
balances of our economy, retarding production, and ultimately de- 
stroying public confidence when promised results are not not realized. 

For these reasons, the retail industry committee is convinced that 
price controls cannot be workable and effective but on the contrary 
will be damaging to the economy and the national defense program 
unless measures are taken to control the basic sources of inflation. 

Retailing’s position favors a completely integrated anti-inflation 
program, the points of which are set forth herein. 

The retail industry committee in common with all business interests 
is alarmed at the recent introduction by the ESA of a profit-control — 
formula into price-control regulation. The Defense Production Act 
of 1950 clearly intimated that economic controls would recognize the 
established historic practices of industry. 

The formula of profit limitation introduces a concept of Govern- 
ment regulation which could threaten our free-enterprise system. 

We feel sure that no such standard has been intended by Congress 
as a means of control. 

Retailers recognize the duty of the Government under authority 
of the act to take the actions necessary to achieve effective stabiliza- 
tion of the economy during the emergency period. However, retailers 
believe that any attempt by Government to limit profits by any 
arbitrary formula of control should be recognized as revolutionary, 
destructive and self-defeating. 

The specific recommendations of the retail industry committee are 
divided into three parts. 

1. Support of specific sections of the Defense Production Act of 
1950 which have been carried forward in the present bill. 

2. The essential parts of a national stabilization program which 
must dovetail with price control if the emergency effort is to be suc- 
cessful in controlling inflation. 

3. Recommended amendments to the pending bill. 

The following are the provisions of the present act which the retail 
industry committee recommends be retained unchanged: 

1. The Joint Committee on Defense Production provided for in 
section 712 should be continued in view of the fact that recourse to 
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the courts is difficult, if not impossible, for the majority of those con- 
cerned. 

The procedure for appraising the administration of the act, which 
the creation of this watchdog committee provides, is an assurance to 
business and consumers that their interests will be given consideration 
in accordance with the intent of Congress. It is hoped that this com- 
mittee’s surveillance of the administration of the act will be even 
greater in the months ahead. 

2. The present requirements for consultation with affected groups 
on proposed regulations, section 709, should be continued, and, if 
possible, strengthened to prevent specious avoidance. 

3. The prohibition against the use of the highest price line limitation, 
section 402 (i) should be retained. 

4. The prohibition against compulsory grade labeling, section 402 
(h) (2) should be retained. 

5. The prohibition against interference with the use of established 
brand names, section 402 (h) (1), should be retained. 

The control of the sources of inflation in a free system constitutes 
what is probably the most difficult and complicated task which Gov- 
ernment can undertake. We must avoid the costly error of attempting 
to control inflation by direct controls alone. 

Such an error in these uncertain times would carry with it the 
definite hazard that the imposition of direct controls without the 
essential corollary actions in the field of indirect controls would under- 
mine the source of our greatest strength—the almost unlimited pro- 
ductivity of our free system. 

The retail industry has been engaged in a study of the problems 
posed by inflation since last July. 

During the pendency of the Defense Production Act of 1950, the 
retail industry took the position that if any action was to be taken in 
the field of price control it should be only as a part of a broad program 
designed to attack the source of inflation; that to attempt to use direct 
controls alone would do more harm than good, and that if price con- 
trols were to be instituted they should be all-inclusive in character 
covering every element of cost in the economy. 

The necessity of a joint attack upon the sources of inflation has been 
proven by experience thus far. Many groups will appear before this 
committee calling for the repeal of titles IV and V of the act. The 
retail industry committee believes that the substantial basis for that 
position can be traced to the conviction that the corollary actions 
essential to control will not be taken by Government and that failure 
to augment direct controls with the necessary parallel actions in the 
field of indirect controls will have the inevitable result of harming 
production. 

The retail industry recommends an effective over-all program as 
follows: 

1. Effective control of labor costs: Since prices generally are the 
result of the addition of a multitude of costs in production and dis- 
tribution, and since manpower costs at the various levels of the 
economy constitute the major part of all costs, the control of prices 
without simultaneous control of wages and salaries becomes an im- 
possibility. Price control without etfective wage controls creates 
pressures which sooner or later must find release. In the meantime, 
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the capacity to produce is reduced and the cost of the defense effort 
inevitably increases. 

The language of title IV grants the authority to the President to 
“eontrol” prices and to ‘stabilize’ wages and salaries. During the 
pendency of the present act the retail industry committee took the 
position that if prices were to be controlled every element of cost in- 
volved should be controlled simultaneously. 

The wisdom of that position has been demonstrated since the freeze 
of prices on January 26. Prices have been controlled, but, on the 
basis of the separate and differing treatment of wages in the Defense 
Production Act, labor costs have not been adequately stabilized. 
Until wage costs are handled on a parallel basis with prices, the 
squeezes which hurt production will continue and multiply. Under 
such handling price regulations become worthless, requiring continu- 
ous tinkering with the entire mechanism which produces confusion 
throughout the economy. 

Effective control of all raw material costs: Just as control of 
the dominant element of wage costs is essential to an effective program 
to control inflation, the control of all raw material components enter- 
ing into production and processing must be controlled. To attempt 
to control prices leaving important components free or relatively free 
is to attempt the impossible and the major result is loss of production. 

A pay-as-we-go fiscal policy: Further deficit financing by the 
Government should be avoided at all costs. Such additions to the 
public debt would add to the present huge reservoir of spendable 
funds creating additional inflationary pressures. 

4. Maximum economy in all Government expenditures: To the 
extent that economy can be secured in all Government activity 
with deferment of projects and activities which have no direct relation 
to the defense, inflationary pressures will be lessened. 

Encouragement of production. Since we believe that our 
productive genious is the source of our greatest strength, every 
action or lack of action by government must be avoided which curtails 
production essential to the effective operation of the civilian economy 
and the defense effort. 

Encouragement of savings: Since every dollar saved is one less 
dollar bidding for goods and services, every effort should be made to 
stimulate maximum saving by the individual citizen. The more free 
dollars in the face of insufficient supplies of goods the greater is the 
upward pressure upon price. 

7. Curtailment of the extension of forms of bank credit not related 
to the defense effort or which are not in the interest of expanded 
production: Here again is a source of new spendable dollars all 
exerting pressure on prices. Credit expansion, which does not result 
in increased production has long been recognized as a potent source 
of inflationary pressures. 

8. Banks should not be forced to become instruments of further 
inflation by the requirement to purchase Government bonds beyond 
their normal financial requirements: The practice of the United States 
Treasury of unloading its Government bonds on Federal Reserve 
member banks, whenever the Government’s needs for funds exceed 
its income, should be substantially restricted. Bonds so purchased 
by the banks, under the pressure or compulsion of the United States 
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Treasury, are then used by the banks as reserves against which loans 
may be made equivalent to five or six times the amount of the reserve. 
Such extensions of bank credit are in excess of the needs of the country 
and consequently constitute an important cause of further inflation 
that should be stopped. 

Mr. Chairman, I would like to have the record show at this point 
that one of our member groups does not concur in point No. 8, and 
that organization is the National Retail Tea and Coffee Merchants 
Association. 

That one group, on this one point, does not concur for a lack of 
thorough understanding of its meaning. 

If these corollary actions required to control inflation at the source 
are taken, the cost of living can be stabilized and the arguments against 
other controls will disappear. 

Without them price control becomes a burden on the economy, and 
especially upon retailing, a burden which is as onerous as it is ineffec- 
tual in achieving stability. 

Indeed, to require retailers to conform to the restrictions of price 
control in the absence of the other more essential anti-inflation meas- 
ures is to single out one segment of the economy for inequitable 
treatment. 

We have presented on behalf of the retail-industry committee the 
essential steps and programs which must be taken before stabilization 
can be effective. 

I wish to reiterate our basic position. 

Price controls cannot be workable and effective, but on the con- 
trary will be damaging to the economy and the national defense pro- 
gram unless measures are taken to control the basic sources of infla- 
tion. If we are to have price control retailing’s position favors the 
completely integrated anit-inflation program which we have outlined. 

In addition, the retail industry is developing suggested amendments 
for the consideration of the Congress with specific reference to the 
price-control provisions in title IV. 

During the pendency of the Defense Production Act retailing 
recommended to the Congress that if price control had to come the 
method of controlling prices should conform to historical practices 
in our industry. 

World War II has proved the impossibility of controlling prices at 
the retail level by any other method than margin control. Indeed 
retail prices were not stabilized until GMPR (the general freeze) was 
replaced with margin-control types of price control. 

Since the issuance of CPR 7 and other retail orders, which embody 
the margin-control principle, and recognize historic pricing practices 
which have been established by competition, retailing has witnessed 
the growing threat of cost absorption which unless limited in its 
application will destroy the margin-control principle and make price 
control impossible. 

One of our amendments will propose language limiting such cost 
absorption. Another amendment will treat the question of using 
profit control as an instrument of price control Still a third amend- 
ment would prohibit any maximum average price limitation such as 
was imposed during World War II and which defeated what it in- 
tended to create—the continuing production of low-end merchandise. 
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The retail industry strongly condemns the licensing proposal in 
section 104 (h) of the bill under consideration by your committee 
as unnecessary to the objectives of the stabilization effort and as 
open to grave administrative abuse. 

The experience of the past 4 months emphasizes the wisdom of 
providing periodic congressional review of this important legislation. 
This is especially true in the case of the controls program which is in 
the formative stage. 

For this reason, if price control is to be continued, the retail indus- 
try recommends that the act be extended for no longer a period than 
1 year beyond June 30. 

It is our sincere recommendation that these amendments be ap- 
proved by your committee as essential to the attainment of stabiliza- 
tion and of maximum production. 

Thank you. 

(The suggested amendments, referred to above, follow:) 


SuaeErsteED AMENDMENT 1—PRoposED SEcTION 402 (3) oF DEFENSE PRODUCTION 
Act As AMENDED 


No rule, regulation, order, or amendment thereto shall be issued under this title, 
which shall deny to a seller of a material at retail or wholesale his customary 
percentage margin over his cost of the material during the period May 24, 1950, 
to June 24, 1950, or on such other nearest representative date determined under 
section 402 (c), except as to any one specific item of a line of material sold by such 
seller which is in short supply as evidenced bv specific Government action to en- 
courage production of the item in question. No such exception shall reduce such 
customary margin of sellers at retail or wholesale beyond the amount found by the 
President, in writing, to be generally equitable and proportionate in relation to the 
general reductions in the customary margins of all other classes of persons con- 
cerned in the production and distribution of the excepted item of material. 

Prior to making any finding that a specific item of material shall be so excepted, 
or as to the amount of the reductions in customary margins to be imposed upon 
retail and wholesale sellers of such item, the President shall consult with repre- 
sentatives of the affected retail and wholesale seilers concerning the basis for and 
the amount of the exception which is proposed with respect to any such item. 

For purposes of this section a person is a “‘seller of a material at retail or whole- 
sale’’ to the extent that such person purchases and resells an item of material with- 
out substantially altering its form; or to the extent that such person sells to ulti- 
mate consumers except (1) to Government and institutional consumers and (2) 
to consumers who purchase for consumption in the course of trade or business. 


EXPLANATION OF SUGGESTED AMENDMENT 1 


This amendment accomplishes two primary objectives: 
1. Continues authority to exert tight control based on historical, com- 
petitively developed percentage margins. 
2. Permits exercise of administrative discretion in reducing percentage 
margins within certain limitations designed to authorize such action in the 
event of shortage and to be exercised on single items out of lines of materials. 


Applicability 
This proposed amendment is applicable to the wholesale and retail distributive 


trades and would include processing retailers such as, for example, retail bakeries, 
eandy shops, and tailor shops. 


Amendment establishes reasonable limitations but also retains an area for adminis- 
trative discretion 


Experience demonstrates that the establishment of reasonable limits on adminis- 
trative discretion to change competitively established margins is vitally necessary 
to preserve the system of distribution, while at the same time according to the 
Price Director such freedom of action as is required to achieve maximum possible 
price stabilization at distributive levels. 
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The proposed amendment establishes the only practical and reasonable method 
available, without getting into complexities and unrealistic requirements that 
would bring about the collapse of the entire structure of regulations controlling 
the distributive trades. 


Why the freeze of percentage margins exerts extremely tight control 

A freeze of the historic, competitively established percentage margins of indi- 
vidual sellers at the wholesale and retail level exerts tight control at the only point 
where distributive trades affect prices to consumers. 

When that is done it precludes the distributive trades even from increasing 
margins to cover increased costs or increased taxes, although it is probably 
necessary to require them to accept that hazard in the hope that as a result of 
reduced services, fewer mark-downs or other partially offsetting savings that might 
be effected, the distributive trades might be enabled to continue with no more than 
their historic, competitively developed margins. 


What happens when historic percentage margins are denied? 


Margins are not the same as profits. They are only tools that under favorable 
circumstances might produce profits. Denial of historic, competitively estab- 
lished percentage margins by the substitution of either lower margins, or a simple 
dollars-and-cents pass-through of increased cost of goods results in an unbearable 
squeeze on the margins of the distributive trades. This is so because a substan- 
tial portion of distributive costs are related directly, percentagewise to costs of 
goods. Examples are occupancy costs, selling commissions, insurance, credit 
losses, and similar factors. 


How the theory of cost absorption vitiates requirements of ‘‘generally fair and equitable’’ 
unless reasonably limited 

To impose any additional squeeze on margins is to vitiate completely the 
requirement that regulated prices be generally fair and equitable. 

Yet OPS has undertaken a policy of additional margin squeezes through the 
technique of cost absorption. 

Cost absorption means that sellers are required to subsidize out of their com- 
petitively established margins, price increases, in whole or part, granted at 
prior levels. 

Not only does cost absorption upset the pattern of margins which individual 
sellers have found to be essential to an opportunity to strive for profit, but it 
operates to reduce margins inequitably as between sellers, thus distorting the 
competitive relationships. 


Where cost absorption could be imposed if deemed necessary by the administration 

However, despite the dangers and inequities of cost absorption as a device to 
be applied generally, this amendment would nevertheless permit its use in certain 
instances. Its application would be limited to cases of shortage, when price 
control assumes its real importance. Its use would be restricted to assisting other 
governmental action in facilitating production and distribution of representative 
single items in lines of materials. 

To the extent that price regulations conform to the requirement of generally 
fair and equitable, taking into consideration the intent of this amendment, no 
changes in existing regulations are required. It is the intent that margins would 
be determined within the limits of administrative regulations to achieve reason- 
able equity rather than mathematical precisions. Thus, for example, the tech- 
nique in CPR 7 for freezing retail margins would conform to the requirements of 
this amendment, with the exception of pricing rule 4 in section 35. 

. 


SuGcEsTED AMENDMENT 2—PrRoPOSED AMENDMENT OF PRrRoFit PROVISIONS IN 
SecTION 402 (c) 


Section 402 (c) is amended as follows: 
(1) In the third sentence, following the colon, the word ‘‘and’”’ is inserted in 
place of the comma appearing after the word ‘‘fluctuations”’ and all of the language 
succeeding the word ‘‘transportation”’ is deleted. 

(Il) After the third sentence as thus amended, insert the following additional 
sentence: 

“In determining and adjusting such ceiling prices, the President may also con- 
sider general increases or decreases in profits earned subsequent to June 24, 1950, 
by sellers of a material or persons performing a service: Provided, That no decrease 
of ceiling prices shall be effected and no increase of ceiling prices denied on the sole 
basis of the comparative profits earned by sellers of a material or persons per- 
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forming a service prior to and subsequent to June 24, 1950: And provided further, 
That no adjustment of ceiling prices for any material or service shall be denied upon 
the basis of the profits earned by the same seller from sales of other materials or 
services.” 

EXPLANATION OF SUGGESTED AMENDMENT 2 


This amendment eliminates from the act the language upon which the Economie 
Stabilization Director has based his directive to the Director of Price Stabilization 
prohibiting any upward price adjustments within an industry if that industry 
showed dollar profits of 85 percent or more of the base period (the best 3 of 4 
years, 1946-49). The amendment does allow the consideration of profits in 
increasing or decreasing price ceilings, but relegates profits to the position of 
being only one factor (not the sole one) in the over-all consideration. 

Industry profits bear no relationship to the position of the individual producer 
in the industry. The existing directive may well result in a situation where even 
though an industry earned dollar profits in the amount equivalent to a prior 
period when price levels were below those of the period of stabilization, substan- 
tial numbers of individual producers or distributors could be forced to eliminate 
producing or distributing much needed goods in order to survive. 

Three major reasons support this amendment: 

1. Profit control as such was eliminated from the original act by specific 
vote of the Senate. 

2. Profit control destroys the incentive essential to an expanding pro- 
duction. 

3. Should profits become obviously excessive, the application of taxing 
powers is the historical and most effective approach. 


SuGGESTED AMENDMENT 3—PROPOSED AMENDMENT TO THE DEFENSE PRODUCTION 
Act To Be DerstGNatEep as Section 402 (kK) 

No rule, regulation, or order issued under this title shall require any seller of 
materials to limit his sales with reference to an average by quantity of all the 
prices of such materials offered for sale by him at any prior time. 

EXPLANATION OF SUGGESTED AMENDMENT 3 

The Retail Advisory Committee believes this amendment highly important, if 
supplies of needed merchandise are to continue to flow. MAP, as it was popularly 
known, said in effect that a manufacturer had to manufacture and deliver mer- 
chandise at the same prices and in the same quantities as in a base period. Asa 
hypothetical case, a shirt manufacturer making $2, $4, and $6 shirts, and deliver- 
ing a thousand dozen of each in a base period, had to maintain the same ratio, 
as to prices and as to deliveries, under OPA regulations. Obviously, no one 
could control the availability of materials, or guarantee prices in the emergency 
period. Hence, retailers discovered many manufacturers who had bulging ware- 
houses of one or two price lines of needed merchandise who could not ship to 
stores because one item in their line was not available. 

Mr. Brown. Mr. Witness, [ understood you to say that when you 
control prices of a commodity, all the elements contributing to the 
production of a commodity should also be controlled; is that right? 

Mr. Jones. Yes, sir. 

Mr. Brown. You are on sound, ground. 

I congratulate you on your statement. 

Mr. Jones. Thank you, sir. 

Mr. Brown. Mr. McDonough, do you have any questions? 

Mr. McDonovucu. Your name is Jones? 

Mr. Jones. Yes, sir. 

Mr. McDonovuau. Mr. Jones, was an advisory committee organized 
representing your industry and called in by Mr. DiSalle to consider 
the application of CPR-7? 

Mr. Jones. Mr. Chairman, that question is a little difficult to 
answer, because of the delay in the organization of all of the industry 
advisory committees, but I must say that, in justice to Mr. DiSalle, 
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that he and his assistants involved in the issuance of retail pricing 
orders did make a real effort and did consult, to some degree, at least- 
possibly not as much as we would have liked, which would go to the 
extent of seeing a finished order before it was promulgated, but we did 
have a full opportunity to make our views known and we have no 
complaint upon that particular score. 

Mr. McDonoveu. Your complaint, however, is that you do not 
like the present act because it provides for selective controls rather 
than the application of complete controls across the board? 

Mr. Jones. That is right. In explanation of that, we feel that price 
control at retail, difficult as it is ynder perfect conditions, becomes a 
hopeless muddle if we have continually injected increased costs behind 
the retail level, because then those pressures are coming up constantly, 
and actually in the long run will defeat the purposes of price control, 
and in the processes do more harm than good. 

Mr. McDonovueu. I think you are right on that. 

The question, however, is at what point, at what time, and at what 
level can we apply complete control so that there may be equity and 
fairness to all elements involved 

In other words, if we said, for instance, that we would apply com- 
plete controls on all the elements that enter into the products that 
your association sells at retail, as of January 1, and if at that time 
there was any inequality in some of the component parts of that 
industry, would that be fair? 

Mr. Jones. We took the position early, Mr. McDonough, that 
the only way to do a long-term job was on the basis of an over-all 
freeze of every cost element. 

Mr. McDonoveu. To begin with. 

Mr. Jones. To begin with. Then, recognizing the lag, and the 
reflection of costs at the various levels of our economy, to set up ade- 
quate adjustment procedures, which would adjust as necessary, within 
the framework of the relationships between the different elements 
which were created through free competition. 

sy doing that, and recognizing those historic average relationships, 
which take care of the large as well as the small, then by a little ad- 
justing, and a little patience going along, providing your base com- 
ponents and your wage costs were controlled, that would bring you a 
system of frozen prices at various levels which would treat everybody 
equitably and bring the maximum stabilization. 

Mr. McDonoveu. That was the desire on the part of some Members 
of the Congress when this act was before us, to freeze across the board, 
but it seemed that the administration wanted it otherwise. They 
waated selected controls and that is the bill that finally passed. 

Do you mean that in considering this bill, when it goes to the House, 
that we should come to some better understanding as to a certain date 
at which retail, wholesale, and production costs should be frozen? 

Mr. Jonrs. Mr. Congressman, | doubt if the Congress would be in a 
position to select the date, but it would be in the position to write 
the policy demanding the selection of the best possible date, in the 
light of all the facts, and proceed from there. 

Mr. McDonovau. That would give discretion to the Administrator, 
and he may not arrive at a conclusion for some time. 

Mr. Jones. Well, Mr. Chairman, it may be contrary to part of the 
sense of this statement, but I think that we are dependent to some 
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degree upon the discretion of the Administrator. I do not believe 
that you can write into a statute the specific requirements of a work- 
able control system. 

Mr. McDonovau. Mr. Chairman, I do not want to take up time. 
If you think I am exceeding my time, I wish you would let me know. 

Mr. Brown. Go ahead. Your questions are very interesting. 

Mr. McDonoveu. Can you tell the committee what percentage 
retail prices in—I think dry goods is your line, principally, is it not? 

Mr. Jonus. No; the committee covers nearly every line of retail. 

Mr. McDonoven. What varying percentages have prices increased 
since the price freeze has gone into effect? 

Mr. Jones. Actually prices at retail have not increased since the 
freeze date of January 26, at retail. 

Mr. McDonoveu. That is not a facetious question. I have been 
informed that many prices have advanced. 

Mr. Jonus. That is right, many prices at preretail levels have 
advanced, which has squeezed the historical margins of retailing, and 
which is part of our very serious objection to leaving parts of our 
economy uncontrolled. 

Mr. McDonovuau. When you say they have squeezed the historic 
margin, do you mean they have exceeded it? 

Mr. Jones. No; they have reduced it arbitrarily. 

The best example is the order giving a 15 percent price increase to 
rug manufacturers generally, because of the fact that they are depend- 
ent on a peculiar kind of wool that comes from South America. They 
gave the rug manufacturer a 15 percent price increase and then re- 
quired the re etailer to pass that increase on, simply as dollars and cents 
amount, without markup. 

The result of that was to cut the retail margin on rugs practically 
in half. 

We feel that that is the kind of a thing that is the wrong kind of 
price control, because the historical average profit, at retail, of rugs, 
was set by the keenest kind of competition, and those facts are avail- 
able to the agency. 

But here, to get some production on rugs—it is the best example | 
know of—the agency, to get continued production on rugs, had 
give the manufacturer an increase, and covered it up, in part at least, 
by requiring the passing of it on to the consumer without the reflection 
of the full implication of that increase. 

Mr. McDonoveu. Does that apply to other industries as well? 

Mr. Jones. Yes; that has happened in other industries, and will 
happen to a growing degree in the future. 

Please bear in mind, Mr. McDonough, that under the present price 
control of retail prices, overhead costs are not controlled, and retailers 
may not adjust their prices to reflect increases in overhead costs. 

Mr. McDonoven. When you say that the economy should be 
frozen across the board, do you believe that commercial rents should 
be controlled? 

Mr. Jones. Within the terms of reference of vour question; yes. 

Within our recommendation, rent being a very important cost of 
retail cost of overhead, obviously, rents should be frozen too, along 
with wage costs and every other type of costs. 

Mr. McDonovau. That is all, Mr. Chairman. 

Mr. Brown. Mr. Multer? 
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Mr. Mvuurer. Thank you, Mr. Chairman. 

It is refreshing, Mr. Jones, to have a witness of your type before us. 
I agree with Mr. Brown, this is an excellent statement that you have 
presented to us. 

There are one or two things I would like to ask you about. 

On page 6 of vour statement, vou refer to section 402, and its various 
subdivisions, and suggest that those provisions should remain in the 
act unchanged. 

Mr. Jones. That is right. They are brought forward, in effect, by 
the fact that they are not touched by the pending amendatory bill. 

Mr. Muurer. In the copy of the proposed bill I have before me I 
do not find any proposal to make any changes in those divisions. 

Mr. Jones. That is right. We make the statement here that those 
have not been affected by the pending amendments and our recom- 
mendation is that they remain in the act unchanged. 

Mr. Mutrer. Though there has been no suggestion to change them, 
[ am just wondering whether or not, vour item 4, prohibition against 
compulsory grade labeling, I am wondering whether it should remain 
unchanged. 

Mr. Jones. The position of the retail industry, Mr. Congressman, 
from time immemorial has been completely opposed to compulsory 
grade labeling. 

Mr. Murer. Just what do you mean by grade labeling, as it applies 
in your industry? 

Mr. Jones. Of course grade labeling becomes important to a very 
large degree in two cases. 

First, where it is used as a technique of price control, which sets a 
price on the basis of a specific grade set by Government. 

The other implication is where, by the development and promulga- 
tion of arbitrary Government standards, a product of a certain speci- 
fication is said to be, by Government, to be grade A. 

The minute that is done, all products which are of a better grade 
and a better quality, and a source of greater consumer satisfaction, 
become suspect in the minds of the consumer. 

The best example I know of, Mr. Congressman, is Heinz catsup. 
A very famous brand name, which we think—lI think—earned its 
acceptance by its quality. When early in OPA days they attempted 
to set a standard for catsup the Heinz people announced that they 
would discontinue their Heinz catsup, because their quality was higher 
that the standard proposed by Government. 

We just think that the minute Government, in broad fields of 
consumer goods, undertakes to establish specific quality, it gets itself 
into such deep water that the problems it creates are greater than 
any fringe evil which it might seek to satisfy. 

Mr. Murer. As long as this prohibition is applied to the estab- 
lishment of grades and requiring you to grade label the products, 
then, I can very easily see that that is a good provision. 

Would this prohibition apply against labeling a garment, for 
instance, as to exactly what its content was? 

Mr. Jones. No; that is an entirely different field. Your content 
labeling, which is exemplified by the Wool Labeling Act, for in- 
stance 
Mr. Mutter. Yes, sir. 
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Mr. Jones. Which requires the percentage of new wool, or syn- 
thetic fibers, to be stated, is entirely different. That is an informa- 
tional standard that we do not believe in. We think the Wool Label- 
ing Act has proven that it did not reach the objectives sought by its 
proponents, and by other types of labeling bills on cotton goods and 
synthetic fabrics, which we think would defeat their own purpose. 

Mr. Mutrer. You think that that kind of labeling has not helped 
the industry and the consumer? 

Mr. Jones. That is right. It is the general experience in the in- 
dustry that these things failed of their objective. 

For instance, the Wool Labeling Act created in the minds of con- 
sumers the belief that processed wool, reused wool, something less than 
the virgin wool was used and that there was something suspicious 
about it. 

Actually virgin wool, for many uses, is unsuited to many civilian 
uses, and vet the act gives the idea that only new wool produces a 
good garment. 

't is an example of Government interference with the competitive 
development in the economy, which, in the long run, will give to the 
consumer the best product. 

Mr. Muurrer. Don’t you think it is necessary to know what is going 
into a product in order to be able to control prices properly? For in- 
stance, if you are making a garment that is a hundred percent pure 
wool, and you were making it before controls, the price is fixed on that. 
If you are then permitted to change that to 80 percent wool and 20 
percent something else, and still have that product sold to the public 
at the price vou were selling the new wool, you are evading price con- 
trol; aren’t vou? 

Mr. Jones. Well, what vou are touching on there is one of the great 
problems of price control in any climate and at any place, and that is 
what happens to your low-end merchandise in any line. I mean, the 
low-price ends of a line of clothing, shoes, or anything else. 

What happened in the last war actually was that the low ends dis- 
appeared, because of the way price control was operated. There was 
a squeeze on them and manufacturers naturally, I think, and humanly, 
diverted their production to items on which they could make a profit. 

Mr. Mvuurer. Well it is natural that that should happen. I don’t 
know that we can ever stop it. With price control, I think that is 
one of the disadvantages we must accept. 

Mr. Jones. That is right. That is right. 

Mr. Mvuurrer. What I am trying to figure out is how we can stop 
the man who its selling the cheaper item, relabeling it, or pretending 
that it is the higher-priced item, and selling that same cheaper item 
at the higher ceiling price which governs not that item but the more 
expensive item. 

Mr. Jones. Mr. Congressman, that will happen to some degree, | 
imagine, but it will be the fringe, in our estimation. It will be the 
fringe in any industry group, and to attempt to control that fringe 
specifically will inject pressures and dislocation which will over- 
balance in almost every case the advantage to be gained by trying to 
follow the quality of a product to the nth degree. 

Mr. Mutrer. Don’t you think you might frighten that fellow 
away from that disreputable practice by requiring him to label the 
goods and indicate precisely what is in them? 
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Mr. Jones. Well actually you have led me now to the answer to 
the entire problem. 

If you preserve the historical relationships in production and dis- 
tribution, you remove the incentive for product deterioration, because 
it is the fellow whose margin is squeezed and finds himself in a bad 
position who starts looking | for a way in which he can stay in business, 
and that is what happened time and time again, in the last effort, in 
World War II. 

Mr. Mvuutrer. Would you say that the experience of your industry 
with the Office of Price Stabilization indicates that that agency does 
understand the concept that Congress had in mind in enacting this 
law, and that is that nobody w ould be forced out of business, and that 
wherever possible they would be permitted to continue in business 
and make a profit? 

Mr. Jones. That is right. I think I can subscribe to that. 

At the same time it is necessary, I think, for the Congress to write 
a little tighter standard as to what he can require in relation to his- 
torical relationships developed through competition. 

The best example of that is the Eric Johnston 85-percent formula. 
It is probably the most disturbing thing that has come out of Govern- 
ment in this whole defense effort. The very statement itself has been 
disruptive and, actually, is not necessary or even important to effec- 
tive price control. 

Mr. Muurer. And Mr. DiSalle, and those with whom your industry 
met, did they indicate that in connection with any order that might. be 
issued by his office from time to time, he would welcome your coming 
in and indicating to him how the order is not working out properly or 
how you are being hurt, and indicate to him how the order requires 
change? 

Mr. Jones. As I said a few minutes ago, our only real complaint 
against practices and information in the agency is that we do not have 
the opportunity to see an order upon its completion and when it is 
ready for promulgation. We are consulted about facets of various 
kinds, but we are not consulted, as yet—I have hopes where we may 
reach that point—where we can see an order in full before it goes to 
the Federal Register and have a last chance to see the whole package, 
because we know we can save them many, many mistakes by doing 
that, and still preserve the end objective of the agency. 

Mr. Mutrer. I am very happy to note that you agree, too, that 
as part of this fight against inflation it is necessary that we do control 
all credit—and when I say all credit, I think you and I are in agree- 
ment that we mean all credit, and not just part of the credit; is that 
right? 

Mr. Jones. Yes, sir; I would say, Mr. Congressman, that as far as 
consumer credit itself is concerned, thus far the effort has been largely 
limited to consumer credit. 

My personal opinion is that it has been blown up out of its real 
importance to the economy and that actually the figures on consumer 
credit are completely misleading and are not good figures as a basis, 
looking at the whole consumer-credit principles, because in an example 
I used with some members of the Federal Reserve Board, when you 
and I buy something this month at the store, and charge it and pay 
on it the 10th of next month, that is not credit. 
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We are actually paying for something out of current income, which 
is not credit. It is purely a convenience, and yet the charge account 
totals of the stores of this country are in the total consumer-credit 
figure and completely misleading. 

On the other hand—— 

Mr. Mutrer. That kind of credit total even inciudes, as part of 
the credit extended, the tremendous amount of merchandise that a 
customer will buy and have sent home and then return. 

Mr. Jones. Exactly. There is a great deal of that. 

And there is another point, Mr. Multer, in that connection. We 
have never been able to satisfy ourselves that the low-income families, 
who, by the size of the down payment, or the length of the term of pay- 
ment, are denied the opportunity to buy a refrigerator, for instance, 
don’t take that money and spend it in far more inflationary ways. 

Mr. Mutter. Or the so-called luxury item known as television. 

Mr. Jones. That is right. In the long run the money spent for 
durable goods that last a long time is a good thing. 

Mr. Muvtrer. And, also, not only durable goods but goods that 
make for contentment in the home of the average citizen of this 
country. 

Mr. Jones. Exactly, because money that is spent for things that 
last is not frittered away for things which are of purely consumptive 
and momentary importance. 

Mr. Mutter. Do you have any idea as to who should control that 
bank credit—all credit, consumer credit, commercial credit, and so on? 
Should it be the Federal Reserve Board, or should it be subject to one 
of the emergency agencies, having in mind that these are emergency 
controls? 

Mr. Jones. I have great respect for the Federal Reserve Board. 
I don’t pretend to be an expert in the field of monetary and fiscal 
policy. 

The Federal Reserve Board has, at the present time, control over 
consumer credit and other forms of credit. I would feel much better 
about it if | thought that the Federal Reserve Board was a completely 
independent agency and arrived at its own independent decisions. 

I am not sure that that is true. 

Mr. Mvutrer. You mean independent not only of the Government 
but independent of the banks, and not subject to pressure from the 
banks any more than subject to pressure from the Government? 

Mr. Jones. Exactly. 

Mr. Mutrer. To have that kind of an independent agency would 
be the ideal set-up. 

Mr. Jones. To be frank with the committee on the amendment to 
regulation W to drastically lower the time of payment and drastically 
increase the amount of down payment, our suspicion is that that wasn’t 
free decision of the Federal Reserve Board. 

Mr. Mutrmr. | am inelined to agree with you. 

Thank you, Mr. Chairman. Thank you, Mr. Witness. 

Mr. Brown. Mr. Wolcott. 

Mr. Wotcorr. Mr. Jones, have retail sales increased or decreased in 
the last 30 days? Can you tell us? 

Mr. Jonus. Mr. Wolcott, the figures that we have-—the best figures 
we have are on a weekly basis that come out a week or 10 days late, 
which are the Federal Reserve Board figures. 
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I think in the last 10 or 12 weeks there has been only 1 week where 

the dollar figures of weekly sales in department stores—which is the 
best index—have been down. There has, however, been a falling 
off of the curve. If my memory serves me correctly, in the week 
ending a week ago Saturday, on a national basis, department-store 
sales were up 3 percent over the corresponding week of last year. 
Actually, that probably represents—well, it must represent a con- 
siderable drop in unit sales, because of what has happened to the 
price level since last June. 

Mr. Woucorr. What, is the condition of the inventories at the 
retail level? 

Mr. Jones. Generally speaking, inventories are up not only in 
terms of dollar value but they are up in terms of sales inventory 
ratio, which are the things that many retailers watch. They trv to 
keep inventory generally in balance with their sales, and when that 
gets out of balance, a number of things generally happen. 

There are efforts now, in many lines, to cut down present inven- 
tories by price promotions to lighten inventory. Actually, what 
happened as always happens, in a rising market, which we had from 
last July, retailers, in trying to anticipate their customers’ demands, 
are duty-bound to have the goods, if they can, and since many com- 
mitments must be forward commitments, inevitably inventories rise 
in that kind If a picture, just as they drop when the pendulum goes 
the other eay. Inventories fall out of proportion to the fall in sales. 

Mr. Wotcorr. It seems to me we have noticed a decided increase 
in advertising in the last month or so. Is that quite general or is it 
just in the Washington market? 

Mr. Jones. Well, I think it is quite general in its appearance 
throughout the country. When there are price promotions, by retail 
stores, that requires advertising, and while I haven’t seen any figures 
on advertising I am sure there has been an increase in that type of 
advertising, but there may not be an increase in the over-all expendi- 
ture of a store. 

Mr. Woucorr. Why is it necessary for merchants to expand their 
advertising, seemingly, as high as it is, with demand, according to 
certain members of the committee, having increased? It seems to me 
it presents a rather incongruous situation that the demand might be 
increasing and yet the retailers are intensifying their advertising 
campaigns, 

Mr. Jones. Well, I would doubt, Mr. Wolcott, whether, generally 
speaking, retailers have increased their total adverising expenditures. 

But also, generally speaking, the use of advertising is a method of 
free competition, and a retailer is not always completely free in the 
amount of money that he would like to spend for advertising, because 
he is affected to some degree by advertising expenditures of his 
competitors. We think that is healthy. 

Mr. Woxcorr. Does the American Retail Federation take any posi- 
tion on controls on advertising space and rates? 

Mr. Jonrs. We have not, sir. That is one realm of policy which 
we haven’t invaded up to this time. 

Mr. Wotcorr. Where does the credit come from that credit 
houses get to sell their merchandise on installment buying? 

Mr. Jones. There are a number of places, Mr. Wolcott. 
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First, there are a number of retailers who finance their own credit 
sales. Where they can do it, it is profitable. 

There are others who go—— 

Mr. Wotcorr. How do they finance them, out of profits? 

Mr. Jones. Out of surplus funds, invested in credit sales, where 
they are careful with their selection of credit risks, is far less expensive 
than going to the banks. 

Mr. Woxcorr. The majority of it finds its way back to the banks, 
does it not? 

Mr. Jones. Yes, sir; I think most of the cash does, without much 
doubt. 

Of course, actually what happens in our whole credit system, I 
think—and I have some pretty vigorous arguments on this—TI think 
actually, in consumer credit, it is the producers of this country who, 
in effect, use the credit of the individual consumer, clear through the 
whole system. Because actually that is what is happening. 

Let’s take an automobile. When an automobile rolls off the 
assembly line it is immediately sold by the manufacturer. 

That is sold to dealers, and that is largely done on large scale normal 
banking credit, but actually, in the final result, the bill is paid, and 
depends, in the final analysis, upon the credit of the individual citizen. 
Without that, the whole procedure would break down, and I am sure 
that our production would be lower, our production costs would be 
higher. It is an efficient way of getting producer goods in the hands 
of the consumer at the lowest possible price, which we think makes 
for stabilization and increasing production. 

Mr. Wo.corr. Would it be safe to assume that 75 percent of the 
credit sales are made on paper which is discounted at the banks? 

Mr. Jones. Mr. Wolcott, I have never seen any figures on a break- 
down of that kind. Some of our big mail order houses, who could 
finance their own credit extension, hypothicate their paper at the 
banks immediately. 

Mr. Wotcorr. Hew do they finance that credit now? I understand 
that General Motors would make available capital to General Motors 
Acceptance Corporation. 

Also, that Sears, Roebuck, and Montgomery Ward set up their 
own credit agencies. 

But where do they gét the capital, nowadays, in order to finance 
that tvpe of credit? 

Mr. Jones. I imagine they get it from normal credit sources. In 
some cases, it will be surplus of a corporation that is used for a purpose. 
It must be borne in mind that that money is being turned over very 
rapidly, so a relatively small amount of capital will finance a very 
substantial amount of credit, much larger than the original pool. 

Mr. Woxcort. Those funds are usually deposited somewhere, are 
they not? 

Mr. Jones. That is right. 

Mr. Wotcorr. They are deposited with banks? 

Mr. Jones. That is right. 

Mr. Wotcorr. And the banks invest those funds in Government 
bonds? And the Government bonds can be pledged for issuance of 
Federal Reserve notes? 

Mr. Jones. Yes, sir. 
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Mr. Wotcorr. So I think perhaps we are rather conservative when 
we say that 75 percent of the credit business finds its way back to 
the banks, directly or indirectly. 

Although, these credit subsidiaries furnish their own capital, their 
reserves and capital are usually deposited with the large banks, 
I assume. 

Mr. Jonns. I would think so. 

Mr. Wotcorr. These reserves and deposits in turn are used by 
those banks of course in the normal business of the banks, toward 
arranging more credit? 

Mr. Jones. That is right. 

Mr. Wotcorr. So we get back, don’t we, to the fact that if credit 
is controlled at the bank level, we control the volume of credit sales. 

Mr. Jones. I think the restriction of back credit automatically 
brings a tightening up all the way through the structure, which re- 
duces the amount of money which is turning over in the various credit 
systems and types of credit that are always flowing. 

But again, that is a very delicate thing with which to tamper. I 
knew I for one would hate to make the decision as to the extent to 
which we should go to tamper with that mechanism which has been 
built up over many years, and I think is efficient. 

Mr. Wotcorr. If the Federal Reserve acted as an independent 
agency, you-would prefer to leave it to their discretion? 

Mr. Jones. I think so, sir. 1 think generally speaking, the banks 
of the country are influenced in the Federal Reserve—actually, that 
is where all those people come from—and your boards of your various 
Federal Reserve Banks, it has been my impression that those board 
memberships are filled by very substantial people, and I think their 
collective judgment would be about as good as you could get, and 
probably as much divorced from political considerations as would be 
possible. 

Mr. Wotcort. As a matter of fact, the Federal Reserve was set up 
primarily to stabilize our currency and our economy. 

That 1s right, is it not? 

Mr. Jonss. I think so, sir. 

Mr. Woucorr. Might we not agree that one and three quarters 
percent money is pretty cheap money? 

Mr. Jones. Mr. Wolcott, I never bought any money for anywhere 
near that rate. I would say that was very cheap. 

Mr. Mutter. Nobody will lend me money at that rate, either. 

Mr. Woucorr. Well, | was going to make the point that so long as 
the banks go to the Federal Reserve System, and can get their money 
for one and three-quarters percent, then they can loan it out to me at 
pretty low interest rates, and still make money. 

Mr. Jones. That is right. 

Mr. Woxcorr. And if they make any money at all on it, by the 
creation of credit, and deposits, they can pyramid their holdings on the 
basis of a one and three-quarters percent rediscount rate, which in- 
creases the volume and velocity, which, under the quantitative 
theory, depreciates the value of currency, which under the same 
theory increases prices. That is substantially right, is it not? 

Mr. Jones. That is right. 

Mr. Wotcorr. Now, inasmuch as we all agree that the volume and 
velocity of credit affected the value of the dollar, which is reflected in 
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price fluctuations, is there any difference between credit that is used in 
the sale of a nonessential, which, we will say, is a piece of ornate 
jewelry, and the credit which emanates from the sale of a necessity, 
such as carpeting or other household equipment is there any dis- 
tinction? 

Mr. Jones. If you are asking me, I think there is a great difference 
in the uses to which credit is put. 

We have taken the position with Mr. DiSalle’s agency that the 
more money spent on jewelry and televisions, and things of that kind, 
under price control, the better off we are as to the things which really 
make up the cost of living. 

The more money that can flow into those things, which are good 
things, and the pluses of a high standard of living economy, the more 
you limit the sales in those fields, the more free dollars there are left to 
compete in the areas which are important to our lower income groups. 

Mr. Woucorr. We are now primarily—I would like to keep it within 
this area of the effect which increases in the volume and velocity of 
credit had upon the value of money. 

The sale of a nonessential, on credit, adds to the volume and velocity 
of credit, is the same as credit which is incidental to the sale of a 
necessity. Isn’t that true? 

Mr. Jones. I would think so. 

Mr. Murer. Then doesn’t that bear out vour position? 

Mr. Jones. I think it does, sir. : 

Mr. Mutrer. That if we are going to have credit control at the 
point where it will affect the value of our currency and at the point 
where it will stabilize prices, we must have credit control at the source, 
and controls right across the board. 

Mr. Jones. Yes, sir. 

Mr. Wotcorr. And that selective credit controls will never do 
the job of stabilizing the value of our currency, but they might reduce 
the demand for certain goods only? 

Mr. Jones. That is correct. 

Mr. Wo.corr. And as the demand for certain goods is reduced, 
then the purchasing power which would go into the purchase of those 
essential goods goes into the purchase of other nonessential goods, 
but at the same time as proportionately to the volume and velocity 
of credit, which, in turn, under credit inflation, depreciates the value 
of the dollar, which in turn increases prices. 

I think the whole situation is as simple as that. 

Mr. Jones. Well, | think, Mr. Wolcott, what you say also points 
up, in this whole effort, the importance of spending the time and the 
effort on the essentials and not on the fringes. 

Mr. Wotcorrt. I think perhaps what Mr. Multer wanted you to 
sav, or imply—and I am not going to put words or thoughts into his 
mouth or in his head, as he has so many of them there now—thoughts, 
I mean—is that he would like to have you agree that the Fresident 
should be given the power to control all bank credit, which would give 
the President control over the loaning policy of every private bank. 

Mr. Mutter. Take out the word “bank” and we are in agreement 
as to what I mean. All credit. 

Mr. Wotcorr. All credit, including all banks. 

Mr. Mutter. Yes, sir. 
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Mr. Wotcorr. That, I think, was the basic difference as to the 
act we passed last vear, which we are seeking to amend now. The 
basic difference was whether we would give the President the political 
as well as the economic power to control the lifeblood of the American 
economy, which is credit, or whether we would preserve that power 
in the Federal Reserve Board, which is an independent agency of the 
Government responsible to the Congress, which, in turn, is responsible 
to the people. I wanted vou to understand that this is almost an 
age-old controversy on this committee, whether the President should 
be given the authority to write the loan agreements between the bank 
and the borrower, or whether it should be left, as it is now, or should 
be, in the Federal Reserve. 

As I understand, vou prefer that the control of credit at the source 
be continued in the Federal Reserve Board. 

Mr. Jones. Yes, sir. 

Mr. Woxcort. I don’t want to take up too much time, because I 
think all of us here are in such fundamental agreement as to the 
causes of high prices, and the way in which we could stabilize our 
economy that probably all has been said that should be said on that 
subject. 

But for myself, I am going to take advantage of this opportunity 
to repeat what I said last October, namely, that had the Federal 
Reserve been able to exercise the authority over stabilization which 
was given to it by the Congress, and did so, then there would be no 
need for these direct controls. 

Now, perhaps, we are in a position where we may modify that 
somewhat and state that unless and until the existing controls, the 
indirect controls, as they have been referred to, have been used by the 
Federal Reserve and the Treasury, to their full extent, we shouldn’t 
try to stabilize our economy through the unorthodox means of direct 
controls, such as we find in this bill, and that these direct controls, 
if they are to be a part of our economic stabilization effort, should be 
used only to supplement the use of directin controls—and then only 
to the extent which is necessary to pick up the slack wherein the 
indirect controls have failed in the stabilization picture. 

It seems to me that had we done that, had not Government, in 1946, 
adopted inflation and high prices as a matter of Government policy, 
we wouldn’t find ourselves with this dilemma today, of having to 
confiscate so much of the American economy, through taxes, as to 
accentuate the dangers which might attend that, the very destruction 
of the American system of Government. 

Anyway, we can agree that had these controls been utilized judici- 
ally, from the end of hostilities up to this present time, the dollar might 
have been stabilized at about 60 percent of the 1935-36 value, instead 
of the present 54 or 55 percent, thereby reducing the cost of our pre- 
paredness effort now by billions of dollars, probably from 35 to 40 
percent less than it is costing us today. 

So in summary, I think we can agree that the stabilization effort 
should start with the Government itself, and unless and until the 
Government does see fit to reverse its policy, which is the maintenance 
of cheap money and high prices, then we can’t blame the people too 
much for not being too enthusiastic about supporting these direct 
controls, which do not and never have had the effeet which the indirect 
controls, we know, will have. 

That is all. 
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Mr. Muurer. Mr. Brown. 
Mr. Brown. Mr. Multer. 
Mr. Muurer. On a previous occasion, when Mr. Wolcott com- 
plimented one of the lawyers on this committee, | responded by saying 
that I would always be happy to retain him as my counsel. 

I think he has proved my case in his statement, although he will 
probably dissent. As I see it, if we keep our controls on, with this 
existing law, and strengthen the law, and then do a job, with controls, 
all the way across the board, as we should, people in business in this 
country will be buying their materials with a 54-cent dollar, they will 
be paying their labor with a 54-cent dollar, they will be selling their 
goods and getting back a 54-cent dollar and they will be paying their 
taxes with a 54-cent dollar. 

But if we lift these controls, vou will be buying goods today with 
a 54-cent dollar, you will be paying your wages tomorrow with a 
40-cent dollar, then you will be selling vour goods and getting back 
a 30-cent dollar and paying vour taxes with a 20-cent dollar, which 
would make you a lot worse off than if we could keep the dollar at 
the 54-cent value; isn’t that so? 

Mr. Jones. Mr. Multer, that is the reason for our insistence that to 
try to cover up administratively, in the administration of price control, 
the full effects of inflation which have already been created, by squeez- 
ing the historical relationships of producers and distributors, is 
merely kidding the American people and probably kidding the Govern- 
ment itself, because when you squeeze a man in business, below the 
historical relationships that were set by competition, you do two 
things: You either make a violator out of him—either voluntarily or 
involuntarily—and that can happen—but the minute vou de it vou 
dam up a pressure that sooner or later is going to find its release, and 
because vou squeeze the man’s margin on rugs doesn’t mean vou solve 
the contribution that the price of rugs makes to the whole inflationary 
picture. : 

That is the basis of our attitude that if vou are going to have these 
controls, along with direct controls, impose them completely on the 
historical relationships, which must have been good and sound and 
economic because they were set by competition, and the minute you 
deviate from that, then it is like you and I trying to fix a watch. 

Mr. Murer. There is another point that Mr. Wolcott made which 
I thought proved my case rather than his. I thought you and I were 
in agreement, when I was questioning vou, that it would be a bad 
thing to have the-industry, any one industry, whether it be the banks, 
or the manufacturers, or the retail merchants—to have the fellows 
from any industry control their own industry—he very adroitly led 
you around and had you agree with him that credit controls ought 
to be with the Federal Reserve Board and then went on and pointed 
out to you how the Federal Reserve Board, which is responsible not 
to the President but to the Congress didn’t exercise their controls on 
credit, and as a result, we had none of those controls, and no price 
control and no wage control and we are now having the inflation we 
are trying to control. 

1 agree with him, unless we get credit controls, too, these controls 
are not going to do the job they should, the wage controls and price 
controls, they will not do the complete job alone. We are putting 
them into effect now. 
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The Federal Reserve Board didn’t act fast enough to put the other 
controls into effect. Some they did. They didn’t do it the right 
way, In my opinion, and that is the opinion of a lot of people who are 
being hurt by those controls of the Federal Reserve Board, particularly 
regulation W. : 

That is why I say, that while it may be all right to delegate this 
authority in the first instance to the Federal Reserve Board to control 
the credits, unless the big bosses at the top, men appointed by the 
President—who, like Congress, is responsible to the people who elect 
the President—are going to be able to say to the Federal Reserve 
Board, “You are not doing this job properly and we are going to take 
it away from you and give it to this agency during this emergency,” 
we are going to be in trouble. 

In normal times, it may be all right for the Federal Reserve Board 
to have its independent power and be responsible to the Congress 
alone, but in a time like this, as I have said many times before, if we 
can trust the President with the lifeblood of our citizens, we can trust 
him with the lifeblood of our economy, for the duration of the emer- 
gency. 

Mr. Brown. Mr. Jones, we are delighted to have your statement. 
Do you have something else? 

Mr. Jones. Yes, Mr. Chairman, if it is in order, and proper, I 
would like to offer for the record, at the close of my formal statement, 
a copy of an editorial from the Chicago Journal of Commerce under 
date of May 28, which contains, I think, some very objective material 
which is in line with the principles expounded in our statement. 

Mr. Brown. It may be inserted in the record. 

(The editorial referred to is as follows:) 


{From the Journal of Commerce, May 28, 1951] 





EpirortAL—TuHe Great TEMPTATION 


Cost absorption at the retail level, as summed up by a leading retail trade 
spokesman the other day, is ‘“‘wrong in principle, discriminatory in practice and 
a violation of equality of sacrifice.” 

We find ourselves in complete agreement with this statement. As a matter 
of fact, we beheve that the Defense Production Act—-whose extension and revision 
is now under Congressional deliberation—should be so rewritten as to clearly 
condemn the use of price controls for the regulation of profits. The margin 
freeze at various distributors’ levels is but one form of such profit control, but 
economically probably the unsoundest of them all. 

* * * * * * * . 

We do not know who, during World War II, invented the prineiple of cost 
absorption as a substitute for sound price control. Regardless of whose brain- 
child it was, the Office of Price Stabilization unfortunately picked it up during 
the current emergencv—and again because of its appeal as a cheap substitute for 
“real’’ price stabilization. 

There would be nothing basically wrong with a freeze of distributors’ margins if 
we had a real stabilization of wages, materials and other important production and 
distribution cost items. But then, of course, there would be no need for a margin 
freeze because maintenance of traditional mark-ups would do the trick of effec- 
tively carrying price stabilization from the manufacturers through the whole- 
salers’ and down to retailers’ level. 

It is because Congress and administration thus far have not had the courage to 
order a real crackdown on wages and farm prices that OPS has found it necessary 
to dust off the principle of cost absorption as an instrument of price control. 

Moreover, though still unused, there is still another joker in the basic retailers’ 
price regulation (CPR 7) which permits OPS to prohibit the pass-through of some 
actual increases in finished goods products by calling them OPS “adjustment” 
factors rather than price advances. 
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Congress should see to it that both wholesalers and retailers are permitted to 
continue the use of their traditional mark-ups—which means the application of 
these mark-ups to the cost of their merchandise. 

The principle of permitting the pass-through of actual increases in finished 
goods prices only, ignores the very real fact that costs of doing business go up at 
the retailers’ level also. 

Obviously, a lot of people in the administration are blinded by the “windfall” 
that retailers harvested during the two buying stampedes since the Korean out- 
break. During such a buying rush anything sells. That, however, is the excep- 
tion rather than the rule. 

Labor costs rise. The efficiency of new sales personnel drops. Rents are push- 
ing upward. It costs more to borrow money to carry inventory. And who pays 
the bills for the extra bookkeeping that is necessary under price control? 

Moreover, in numerous lines of retailing, there undoubtedly will be a consider- 
able shrinkage in volume over the next yearor so. The large volume in recent 
years has enabled retailers to operate at small margins, often necessary to meet 
competition. But the time is coming when—if they are to stay in business and 
continue to perform their functions—their margins must go up as volume drops. 

That is being overlooked in the development of retail trade pricing policies. 

Retail trade representatives have not yet appeared before the Senate and 
House committees which are now considering the extension and revision of the 
Defense Production Act. 

Their appearance, we believe, is scheduled for next week. It cannot be im- 
pressed too strongly upon Congress that the cost absorption controversy goes to 
the very core of price control. 

An error in the handling of cost absorption will, almost inevitably, lead to a 
chain reaction of other mistakes to cover up the first one and to keep improvising 
on the wrong track. 

Put on the cost absorption screws too tightly and next thing you’ll have the 
disappearance of low-end goods where profit margins traditionally are the smallest. 
Faced with such a situation, OPS may be inclined to take another page out of 
OPA’s book, and revive the maximum average price regulation of World War II 
days. But that, if history means anything, we will merely aggravate the situation. 
There is little consolation for the consumer in the fact that prices of the goods he 
wants are kept low—if he no longer can get these goods. 

Congress will indeed be well advised to insist that price control be held within 
the framework of the historical relationships in production and distribution which 
have been developed over the years through keen competition. 

At the wholesale and retail levels price control should allow distributors to add 
to the cost of merchandise their historical mark-ups in order that they may main- 
tain their business existence. 

We would like to see OPS itself spearhead such a policy—but we are very much 
afraid that that is too much to hope for. 


Mr. Brown. Again on behalf of the committee, I desire to com- 
mend you for a splendid statement on behalf of the American Retail 
Federation. 

That being the last witness we have this afternoon, we will now 
adjourn to meet tomorrow morning at 10 o’clock. 

(The following material was submitted to be made a part of the 
record of the hearings: ) 


OFFICE OF PrIcE STABILIZATION, 
Washington, D. C., June 7, 1951. 
Hon. Brent SPENCE, 
Chairman, Banking and Currency Committee, 
House of Representatives, Washington, D. C. 

Drar CONGRESSMAN SPENCE: I am forwarding to you herewith certain memo- 
randa which I suggest should be included in the record of the Banking and 
@urrency Committee’s hearings on renewal of the Defense Production Act of 
1950. 

It appears that during the course of the hearing, and subsequent to my testi- 
mony, questions arose which produced considerable interest and discussion on 
the part of members of the committee. These various memoranda contain 
information which I feel is pertinent to such questions and which may be helpful 
to the committee in its deliberations with regard to the legislation. 
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We of course will provide such additional memoranda as you may desire or 
consider appropriate. 

With kindest personal regards, I am 
Very truly yours, 


MicuarEu V. DiSALue. 
MEMORANDUM ON LICENSING 


This memorandum is designed to clarify the purpose and applicability of the 
licensing amendment, and to correct certain misunderstandings that have arisen 
regarding its scope and effect. 

1. Everyone has an absolute right to a license.—-OPS would not be given the power 
to keep persons from going into business. This amendment, which is offered as a 
general enforcement device for price contro! only, provides that a license must be 
given as an absolute right to anyone engaged or desiring to engage in business. 

No license can be required under the amendment of (a) farmers and fishermen, 
or (b) newspapers, radio, and television stations. 

2. Only a court would be enabled to suspend a license.—The licensing amendment 
provides specifically that suspension would be determined only by the courts and 
not by Government officials.!- Only after a legal proceeding which is designed to 
give the licensee every safeguard could a license be suspended. 

(a) Full court hearing and requirements of warning notice after violation.—The 
procedure spelled out in the amendment grants the price violator every opportun- 
ity to avoid a court proceeding. After the first violation, a warning notice only 
would be sent. If a person continues flagrantly to violate price regulations after 
a warning has been issued, the Director of Price Stabilization would have the right 
to petition a court for suspension of the license. After a full judicial hearing, the 
court could suspend the license for any period up to 1 year, after taking into 
consideration any extenuating circumstances. Furthermore, a license which has 
been suspended by the court may be restored upon such terms and conditions as 
the court finds reasonable. The right of appeal is guaranteed and a stay may be 
granted pending appeal. 

3. Licensing provisions afford enforcement flexibility.—The proposed amendment 
which follows almost word for word provisions contained in section 205 (f) of the 
Emergency Price Control Act of 1942, affords an opportunity for tailoring enforce- 
ment to the needs of each particular case. Just as, because of the complex 
nature of the American economy, price regulations must be flexible in order to 
fit the divergent needs of individual industries; enforcement measures must also 
be flexible in order that substantial justice be achieved in each case and hardship 
be minimized, wherever possible. The present criminal and civil sanctions 
of the act do not by themselves provide a sufficient degree of flexibility. Where 
there are initial infractions of law, in some cases wholly innocent, criminal penalties 
may be too harsh. On the other hand, resort to treble-damage actions or injune- 
tive proceedings may likewise be inappropriate. 

The proposed licensing system provides a method whereby there can be taken 
into account in connection with each violation the degree of willfulness involved, 
the seriousness of the violation, the nature of the violator’s business, and the 
importance of his business to the community as a whole. 

As the Senate Banking and Currency Committee stated in 1942, in approving 
licensing provisions similar to those reeommended here: 

“Nor are criminal prosecutions or injunction suits sufficiently flexible to assure 
substantial justice in the particular case. Licensing, on the other hand, in many 
cases, will provide * * *_ the flexibility which is essential to avoid hardship 
to the law-abiding businessman. American experience during the last war shows 
that both compliance and flexibility are attainable goals. That experience arose 
primarily out of the licensing provisions of the Lever Act. Under that statute, 
Mr. Herbert Hoover, as Food Administrator, was given broad licensing power 
which was extensively and effectively used. On the other hand, the Fuel Admin- 
istration did not at first have the powers to license, but it was soon discovered 
that such power was necessary; the result again was enforcement which, though 
hiehiv effective, caused no hardsh’p to business.” 
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Even in the absence of wartime stresses, Congress has recognized that licensing is necessary in many 
eases to secure compliance with regulatory legislation. Indeed, more than 20 Federal statutes, which are 
listed in appendix A, having no relationship to wartime emergencies contain licensing provisions as a neces- 
sary aid to securing compliance. Under thes statutes a license can be suspended by administrative action. 
The proposed amendment, on the other hand, allows suspension only by order of a court. 
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In 1917, when he was Food Administrator, Mr. Herbert Hoover said: 

“The licensing system, however, is the backbone of all control. Without 
compulsion there will always be a few slackers in every trade who will profit by 
the patriotism of the majority and prevent any effective control.” 

4. Licensing’ serves as an effective deterrent to price violations.—The licensing 
system which is requested is not designed to punish the initial violator. Its pur- 
pose rather is to restrain the persistent violator. The mere existence of a sanction 
to suspend a seller’s right to sell a commodity or commodities for a limited period 
of time would have great deterrent effect upon persistent violations. This would 
be especially true in the case of a small group of willful businessmen who regard 
financial penalties as merely taxes to be paid for a continuing unlawful profit. 

The effective nature of licensing is evident from the experience of the Office 
of Price Administration. From the inception of price control in 1942, through 
March 31, 1945, there were issued 32,118 license warning notices. However, as 
of May 1, 1945, only 325 license suspension suits had been filed in court. Out of 
116 suits completed on that date, 101 resulted in orders of suspension varying 
froin 2 days to 1 vear, depending on the nature of the violation. 

The fact that resort was had to the courts in so small a percentage of the cases 
is a clear indication that the warning notices had their intended effeet—to pre- 
vent recurrence of violations. 

This conformed with the experience of the Food and Fuel Administrations dur- 
ing World War I. The reports of these agencies reveal that it was rarely neces- 
sary to suspend a license. The threat of suspension was a sufficient deterrent in 
substantially all instances in obtaining compliance. 


APPENDIX A 


The following statutes contain licensing provision: The ‘Hot Oil’? Act (15 
U.S. C., sees. 715-7151); the Natural Gas Act (15 U.S. C., sec. 717b) ; the Federal 
Firearms Act (16 U. 5S. C., sees. 901-909); the Federal Aleohol Administration 
Act (27 U. 8. C. 203-204e); the Federal Communications Act (47 U.S. C., sees. 
151, 303, 309, 319, 402); the Motor Carrier Act (49 U.S. C., secs. 301-327); the 
Civil Aeronauties Act (49 U. S. C., sees. 401-682); the Gold Reserve Act (31 
U.S. C., sees. 440, 446); the Commodity Exchange Act (7 U.S. C., sees. 1-17); 


the Cotton Standards Act (7 U.S. C., sees. 51-65); the Packers and Stockyards 
Act (7 U. S. C. sees. 181-231); the United States Warehouse Act (7 U. S. C., 


sees. 341-373); the Perishable Agricultural Commodities Act (7 U. S. C., see. 


499): the Tobaceo Control Act (7 U. S. C., sees. 515-516); the Securities Act of 
1933 (15 U. S. C., see. 77); the Securities Exchange Act of 1934 (15 U. S. C., 
sec. 78); the Public Utilities Holding Company Act (15 U. 8. C., see. 79); the 
Trust Indenture Act (15 U. 8. C., sees. 77aaa—77bbb) ; at least two other statutes 
administered by the Secretary of the Treasury (19 U. 8. C., see. 1641, and 31 
U.S. C., sec. 316b); and at least two other statutes administered by the Secretary 
of Agriculture (21 U.S. C., see. 151, and 21 U.S. C., sec. 344). 


MEMORANDUM ON INDuUsTRY AD VISORY COMMITTEE 

By June 1, 1951, OPS had appointed 263 industry advisory committees. Of 
this number, 225 had a total of 263 meetings, of which 15 were held in February, 
60 in March, 77 in April, and 111 in May. Thirty-eight committees had not vet 
held meetings, but dates therefor were being arranged. 

1. Statutory authority —Section 701 (b) (ii) of the Defense Production Act of 
1950 provides 

such business advisory committees shall be appointed as shall be appropriate 
for purposes of consultation in the formulation of rules, regulations, or orders, 
or amendments thereto issued under authority of this act, and in their 
formation there shall be fair representation for independent small, for medium, 
and for large business enterprises, for different geographical areas, for trade- 
association members and nonmembers, and for different segments of the 
industry. 

Section 709 of the act contemplates that in the formulation of regulations 
there shall be “consultation with industry representatives including trade- 
association representatives,” and that consideration shal! be given to their recom- 
mendations so far as practicable. 
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A comparison of these two sections shows that congressional intent was that 
there should be consultation to the extent practicable with trade-association 
representatives and consideration given to their recommendations. However, 
the wording of the act regarding representation on industry advisory committees 
is limited to business enterprises and trade-association members and nonmembers. 
Trade-association representatives are not included. OPS could only conclude 
that trade-association representatives were to be consulted but were not to be 
appointed to industry advisory committees or to participate in the activities of 
such committees. 

2. Advice of the Department of Justice with regard to industry advisory commit- 
tees.—On October 19, 1950, Peyton Ford, Deputy Attorney General, outlined the 
policy with respect to the proper functioning of industry advisory committees to 
conform with the antitrust laws, as follows: 

(1) There must be statutory authority for the establishment of such com- 
mittees or an administrative finding of their necessity to perform certain 
statutory duties. 

(2) The agenda must be initiated by the Government agency. 

(3) Meetings must be held only upon call of and under the chairmanship 
of a full-time Government official. 

(4) Full and complete minutes must be kept. 

(5) The functions of such committees are purely advisory and determina- 
tion of action to be taken must be made solely by Government representa- 
tives. Such action need not of necessity conform to committee recom- 
mendations. 

Activities within these limits, it was stated, would not be viewed by the Depart- 
ment of Justice as in violation of the antitrust laws. 

The Attorney General, in compliance with section 708 (e) of the Defense 
Production Act, made a report on industry-advisory committees on December 7, 
1950. He noted that the World War IT business advisory committees too often 
had delegated to them too much policy-making power; that they were frequently 
composed primarily of the influential members of an industry; that they did 
not always make technical information exchanged at committee meetings avail- 
able to all interested members of the industry, and that they engaged in activities 
outside the scope of their designated functions. 

3. OPS procedure has followed the requirements of the Defense Production Act 
and the antitrust laws.—Industry advisory committees are appointed under regu- 
lations cleared by the Antitrust Division of the Department of Justice. Moreover, 
OPS has followed the policies laid down by the Department of Justice. 

To be eligible for membership on an industry advisory committee, an individual 
must be presently employed ‘with a firm in the business or industry affected in 
an advisory, managerial, or technical capacity related to the production, dis- 
tribution, or use of the material or service.” Elected officials of a trade association 
eligible by this standard are frequently appointed to membership. Full-time 
trade-association executives are not eligible under this requirement. Appoint- 
ment as a paid consultant to OPS or to any other Federai agency affecting the 
operation of OPS renders a member ineligible to continue on an industry-advisory 
committee. 

It has been found important to have the small-business man heard directly in 
these committees. 

OPS obtains nominations for membership from many sources, including trade- 
association officials who have been very helpful. No committee may be approved 
by OPS unless the proposed membership parallels in proportional distribution the 
characteristics of the industry as a whole within a reasonable degree. It must 
include a fair representation of small, medium, and large businesses. 

Only members of the committee may attend the meetings; alternates are not 
provided for; representatives of other Government agencies may be present at 
the invitation of the Director. 

These industry advisory committees have contributed invaluable advice and 
recommendations. However, the responsibility for reaching final decisions must 
rest with OPS. 

Trade-association executives, acting in a consultative role as prescribed by 
section 709 of the Defense Production Act, can and do give the OPS staff the 
benefit of their information and experience. A group of leading trade-association 
executives meets from time to time with the Director of Price Stabilization to 
discuss the problems which they have and to help secure for the OPS the best 
possible cooperation in the promulgation and administration of OPS regulations. 

It is, of course, not possible to nominate representatives of every firm to mem- 
bership on any one committee, nor was it possible when formulating the general 
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ceiling price regulation to consult every individual industry or every trade- 
association representative. However, industry advisory committees are growing 
in number and covering many segments of each industry. 

In the present emergency, OPS was confronted with the urgent necessity for 
making many important decisions as rapidly as possible. Far from being unwilling 
to cooperate with industry through advisory committees, or to consult with 
industry and with trade associations, OPS is using the committee function to the 
fullest extent permitted by existing law, and has consulted industry and trade 
associations in every way practicable. 


Office of Price Stabilization, Washington, D.C. Michael V. DiSalle, Director; Edward F. Phelps 
I , 
Assistant Director for Price Operations] 


Industry advisory committees, June 1, 1951 


I. RUBBER, CHEMICALS, AND DRUGS DIVISION, THOMAS 
H. M’CORMACK, DIRECTOR 


A. Rubber Branch, Chester F. Conner, Chief: Appointed 
Reclaimed rubber___ : erat Mar. 19, 1951 
Tire, tube, and camelback manufacturers 3 _ Mar. 27, 1951 
Scrap rubber ee Mar. 28, 1951 
Tire and tube dealers _ - ‘ Fes 222d ou! eee 28, 1961 
Mechanical rubber goods SPOS eo Mar. 30, 1951 
Waterproof rubber footwear - - - Apr. 3, 1951 
Rubber soles and heels - . . 2 Ar: 1951 
Rubber sundries__- i {bo Ag 905) 
Private brand tire and tube manufacturers 2.22) Apr. 19, 1951 
Rubber adhesives __ ah a RP Ee tee ite Apr. 24, 1951 
Industrial tape _ - , _.. Apr. 30, 1951 
Surgical adhesive pls asters ..... Apr. 30, 1951 
Coated and combined fabrics and unsupported sheeting.-_ May 1951 
Camelback and tire-repair materials _ - ¢__ May 14, 1951 

B. Chemicals and Drugs Branch, Alfred Loeffler, ‘Chief: 

Vegetable waxes__- : ae Mar. 28, 1951 
Antifreeze. 4 eae eae : Apr. 1951 
Cosmetics and toiletries — — - - Spee ; Apr. 9, 1951 
Proprietary drug manufacturers re ji ar: , 1951 
Pharmaceutical drug manufacturers i. 352. eee , 1951 
Drugs and cosmetics wholesalers and distributors. - -. Apr. 12, 1951 
Gum naval stores. __.-_--- ene rae eds Apr. 1951 
Vitamin A___- nha hei ce chierscins ot ahd Ct 
Heavy chemicals,(and coal tar)__---. iy atae eee May 15, 1951 
Alkali-chlorine _ _ _. - pares eee Seu 2 Ok, LOST 
Dyes and intermediates - — - ~~~ —- Hel yh hempe Jou Miley 17, 1951 
Synthetic plastics and resins ~ -- _- RP elie May 21, 1951 
Aromatic and: fine-chemicais................... May 22, 1951 
Alsohol ana suman’ 2 deer eee i. .... May 23, 1951 
Thermoplastic scrap - - - - Siceltenaiee bet eee es May 28, 1951 


II, FOOD AND RESTAURANT DIVISION, JOHN B, HUTSON, 
DIRECTOR 


A. Fruit and Vegetable Branch, William Carberry, Chief: 
Fruit and vegetable canners 
Dried fruit packers 
Frozen fruit and vege ‘tables. 
Canned baby food - - 
B. Grain, Feeds, and Agricultural Chemicals Branch, Earl Corey, 
C hief: 
tice milling ___- ses 
Distillers dried feed. ae 
Fish meal and fish solubles_. 
Baking. 
Class A feed manufacturers 
Class B feed manufacturers and retailers _ 
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Industry advisory committees, June 1, 1951—Continued 


II. FOOD AND RESTAURANT DIVISION, JOHN B. HUTSON, 
DIRECTOR—continued 


B. Grain, Feeds, and Agricultural Chemicals Branch, Earl Corey, 
Chief—Continued Appointed 
Rye__- , : : Apr. 13, 1951 
Wheat Apr. 27, 1951 
Soybean processors and marketing : May 7, 1951 
Wheat flour milling . . May 25, 1951 
Flaxseed . May 28, 1951 
C. Grocery Products Branch, Oliver W. Woods, Chief: 
Cocoa and chocolate manufacturers 3 Mar. 16, 1951 
Brewing Mar. 27, 1951 
Wine and spirits wholesalers Apr. 138, 1951 
Distillers Apr. 16, 1951 
Coffee __- Apr. 20, 1951 
Tea Apr. 30, 1951 
Industrial molasses - Do. 
Beer wholesalers : May 4, 1951 
Soft drink rate May 18, 1951 
Wine : May 24, 1951 
Alcoholic beverage importers May 25, 1951 
D. Poultry Branch, James H. Radabaugh, Chief: 
Poultry May 3, 1951 
Shell egg May 21, 1951 
E. Livestock and Meat Distribution Branch (slaughter control), 
Irvin L. Rice, Chief: 
F. Livestock Branch, Arval L. Erikson, Acting Chief: Cattle pro 
ducers__ ; Mar. 27, 1951 
G. Fats and Oils Branch, Nelson Eddy, Chief: 
Tallow and grease Res aed eee SU ie Do es 1951 
Margarine j Sa 5% . 21, 1951 
Mayonnaise and salad dressing ; rere ; . 22, 1951 
Oil crushers = : : are Apr. 25, 1951 
Refining edible oils : : : : 
Fatty acid sic . Apr. 27, 1951 
Glycerin : May 22, 1951 
H. Meat and Fish Branch, Arval L. Erikson, Acting Chief: 
Retail meat fe ; Mar. 20, 1951 
Beef : “ed rp, 22, 1951 
Hotel supply . Mar. 28, 1951 
Meat wholesalers, processors, and peddlers-_- - - : 
Fresh and frozen fish » Apr, 16, 1951 
Kast coast and Gulf canned fish i : _ May 7, 1951 
Canned salmon ; 
California canned fish : May 9, 1951 
I. Distribution Branch, Emerson Brown, Chief: Wholesale food 
distributors : . ; , 1951 
J. Dairy Branch, Edwin W. Tiedeman, Chief: Dairy -. Mar. 14, 1951 
K. Restaurant Branch, A. Dressel, Acting Chief: Public feeding _ Feb. 13, 1951 


lil. INDUSTRIAL MATERIALS AND MANUFACTURED 
GOODS DIVISION, MURRAY D. SMITH, DIRECTOR 


A. Building Materials Branch, Fred Schwarz, Acting Chief: 
Paint, varnish, and lacquer arate Sires ; 4, 1951 
Cement = -f i 1951 
Wholesale plumbing and heating suppliers Loe 1951 
Structural clay products y 
Cast-iron boiler and radiator 
Cast-iron soil pipe and fittings ee 
B. Automotive Branch, W. Leroy Jordan, Acting Chief: 
?etail motor vehicle__—-__- 
Wholesalers and retailers automotive parts 
Automotive original equipment parts 
Automotive replacement parts_-_-- 
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Industry advisory committees, June 1, 1951—Continued 


Ill. INDUSTRIAL MATERIALS AND MANUFACTURED GOODS 
DIVISION, MURRAY D. SMITH, DIRECTOR—continued 


C. Machinery Branch, Leslie J. Carson, Chief: Appointed 
Farm equipment wholesalers -—_____ ~~. RE ecy em .. Apr. 20, 1951 
Farm equipment manufacturers _ - Re ie eee oe . Apr. 24, 1951 
Farm equipment retailers_____ 
Fulp and paper machinery - , 

4 , 1951 
Used machine tools___. : May 1951 

D. Metals Branch, William Kerber, Chief: 

Malleable iron castings —_-—_-- : Rane 2k we ii 2 ee, Te 
General steel products... -.............- ‘eb. 22, 1951 
ROM I EINES oo ae a en mame ee Bey WOOL 
Merchant pig iron.-_-_-.------ pbliese et ios ee ee LOGE 
Mica- a: ie e : sant ee, 9,195) 
¥ errotungsten - ide oF j : _. Mar. 16, 1951 
Die easting_ ees 3 : ; E . 20, 1951 
Ferromanganese _ _ - sia Rees on ee ee 4 Mar. 27, 1951 
Tes a eae © Peale Bee I . 28, 1951 
Ferrochrome : ieee sha Soi rd aes , 29, 1951 
ae and steel scrap. EP res LE up ES bos ee zo pri 2, 1951 
Used steel drums _ _ : Peeies orate cls aidepr. (3, 1951 
Brass mill products - - pee - ama ae py.) 12, 1951 
Resale merchant trade steel produce ts So eee .... Apr. 13, 1951 
Resale industrial iron and steel products____- Apr. , 1951 
Resale secondary iron and steel products — ~~ ---_---- Apr. , 1951 
Tool steel- eee es aoe 
Resale oil country tubular goods Bie Seren S . Apri 1951 
Reusable iron and steel pipe —_- - Eg eRe fa see Apr. 19, 1951 
Refractories. __- ioe es - : 
Low alloy steel castings ets Sete : 7 Apr. 23, 1951 
Hot-rolled carbon and steel bars 
Concrete reinforcing bars bina diate os 
Sintered tungsten carbide Br Oates e ; _ Apr. 195] 
Tin plate- MET: 2% Daron aber eae ._.. Apr. 26, 1951 
Platinum ioe Big ate bo om Vv 1951 
Hard facing welding rod. et : ; May 8, 951 
Bolt, nut, and solid rivet — — - e peeuL May , 1951 
Screw aoe sk ebay om 
Insulated wire and cable Lebar ase i or y 14,1951 
Steel plate bcos +. +5 
Pure tungsten sw aged drawn and rolled produe tS. =... ku) day 17, 1951 
High alloy steel castings _ _ soe aie = pss 4 y 18, 1951 
Antimony metal and oxide____ 


IV. CONSUMER SOFT GOODS DIVISION, HAROLD B. 
WESS, DIRECTOR 


A. Textile Branch, Charles W. Carvin, Chief: 

Woolen and worsted manufacturers St, SR EOD Feb. 20, 1951 
Cotton duck ss Mar. 12, 1951 
Rayon broad woven goods aoe Mar. 15, 1951 
Denim Do. 

Napped fabrics Mar. 16, 1951 
Cotton blankets : Mar. 19, 1951 
Rayon broad woven finished goods ii 33 Mar. 20, 1951 
Fine combed goods i its Mar. 22, 1951 
Bed linens and wide sheetings--___- f Mar. 23, 1951 
Carded cotton sales yarn_ ___ ~~ ape ais Mar. 27, 1951 
Cotton converting é ae : Mar. 28, 1951 
Cotton finishers Mar. 29, 1951 
Sheetings, osnaburgs, drills, twills, jeans Apr. 2, 1951 
Terry products Apr. 4, 1951 
Silk and rayon finishing : : Do. 

Woolen carpet yarns i Do. 
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Industry advisory committees, June 1, 1951—Continued 


IV. CONSUMER SOFT GOODS DIVISION, HAROLD B. 


WESS, DIRECTOR—Ccontinued 


A. Textile Branch, Charles W. Carvin, Chief—Continued 


B. 


C. 


D. 


A. 


Print cloths, surgical gauze__......---- 

Corduroy and velveteen 

Mercerized yarn_____- 

Fine carded goods _. 

Pant coverts, whip cords, pin stripe s, e te. 

Ginghams, sport denims, suiting 

Wool stock zs ee ee Cae 

Textile fibers processors - 

Decorative fabrics 

Hair cloth 

Rayon and relate d knit fabrics 

Rayon varn converters 

Table napery, bedspreads, and drape! ry mé ster 

Woven tic kings - afigeee : = 

Woolen and worsted jobber i. s 
Apparel Branch, Morris L. Chandross, Chief: 

Men’s and boys’ t tailored clothing 

Men’s and boys’ shirt, short, and pajama-_ 

Women’s and misses’ coat and suit 

Dresses - —" ew 

House and utility dresses______- 

Work clothing —___-_- 

Blouse, skirt, and sportswear 

Men’s and boys’ outerwear 

Knitted underwear _ _ _-_-_- 

enmiogs NOSIBry.. ==... .....~- 

Children’s and infants’ wear 


Knitted outerwear Bb ee 
Underwear, lingerie, and negligec oe 


rial. 3 


Leather, Furs, and Fibers Branch, Dic kson 8 :. Stauffer, ‘Chief: z 


Burlap _- 

Pickle rd shee pskin 
Leather. 

Shoe manufacturers___ 


Hard fiber cordage and twine ‘manufacturers. - 
Soft fiber. manufacturers... ... ........ 22 222. 


Jute felt manufacturers 
Horsehide 

Cotton bale cove ering 
Textile bags 


Distribution erent 
Retail hardware 
Wholesale consumer durable (large) 
Wholesale consumer durable (small) 
Wholesale consumer soft goods 


V. FOREST PRODUCTS DIVISION, W. 
ACTING DIRECTOR 


Lumber and Wood Products Branch, Norman O. ( 
Hardwood veneer manufacturers 
Western softwood plywood and veneer 
Northwest log____ 
Douglas fir area lumber manufacturers 
Western pine po wee de dedi StS Sis 
Red cedar shingle and lumber__-_ 
Sitka spruce lumber producers - - __ 
Wood excelsior and pad_-_-__- ‘ 
Variety turned and shs ore wood products 
Southern softwood_. EE ey 


. INGRAM, 


‘ruver, 


Chief: 


Appointed 


Apr. 5, 


6, 


Do. 
Do. 
Apr. 
Apr. 12, 
Do. 
Apr. 138, 
Apr. 20, 
Apr. 25, 
Apr. 26, 
Do. 
May 13, 
May 29, 


Feb. 28, 
Mar. 14, 
Mar. 19, 
Mar. 21, 
Mar. 26, 
Mar. 28, 
Apr. 3, 

Do. 
Apr. 4, 
Apr. _ 5, 


Apr. 10, 


Apr. 11, 
Apr. 23, 
May 15, 


Feb. 20, 

Do. 
Feb. 21, 
Feb. 28, 
Apr. 5 
Apr. 
Apr. 
May 
May 
May 
May 


May 3, 
May 7, 
May 
May 


May 9, 
May 11, 
May 23, 
May 24, 
May 25, 
May 26, 

Do. 
May 28, 
May 29, 
May 31, 


1951 
1951 


1, 1951 


1951 


1951 
1951 
1951 
1951 


1951 
1951 


1951 
1951 
1951 
1951 
1951 
1951 
1951 


1951 
1951 
1951 
1951 
1951 
1951 


1951 
1951 


1951 
1951 


, 1951 


1951 
1951 


, 1951 
, 1951 
, 1951 


1951 
1951 


8, 1951 
9, 1951 


1951 
1951 
1951 
1951 
1951 
1951 


1951 
1951 
1951 
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Industry advisory committees, June 1, 1951—Continued 


V. FOREST PRODUCTS DIVISION, W. 8S. INGRAM, 
ACTING DIRECTOR—continued 


B. Pulp, Paper, and Paperboard Branch, R. I. Worrell, Chief: Appointed 
Northeast pulpwood __- os : 5 . Mar. 27, 1951 
Domestic woodpulp producers eee ... Apr. 2,195] 
Domestic woodpulp consumers- - - - ee eae Apr. 6, 1951 
Lake States pulpwood_---_----- Peace coud as SARE 2t, bao 
Boxboard ae ae poets Jupbes Apr. 19, 1951 
Container board isbat eae SEY et Sager eS Do. 
Ground-wood spec ialty ‘pape rs esa : May 1, 1951 
Book paper ; pas May 2, 1951 
Writing and other fine papers --- - -- ‘ . May 4, 1951 
Fiber can and tube_ -- BOTA ES Ne ye rey ty Pee Do. 
Fiber drum us hen Wed cores data a ene Do. 
Folding paper box : ; Do. 
Glassine and greaseproof papers Her es eee 8) I 
Waxed paper Leta! Sep ae tales ste Do. 
Special paperboard ee ; . May 9, 
Set-up paper box- _- : May 10, 
Fiber box : 4 ears May 11, 
Gumming 5 eae : ees May 15, 
Toilet tissue yrs wae : 3. May 16; 
Paper towel ea : ee Do. 
Kraft paper gis ates ie May 22, 
Sulfite paper nae ree es May 23, 
Spe cial industrial paperboard PL irk oe at mes Do. 
Cups and nested containers ee ._... May 24, 
Paraffin cartons, pails, and food cartons SO ae rsa AN Do. 
Liquid-tight containers, wired bottle caps closures - - May 75, 

Sanitary absorbent tissues___...------.- ‘ Do 

Paperboard milk bottles_ ae ue ; Do. 

Industrial tissues ae Do. 

Paperboard shallow containers . May 28, 

Paperboard bulk ice-cream cans - - ~~ -- cee te Do. 

Plain and printed converted tissue spec ialties__- . ‘May 29, 


VI. TRANSPORTATION, PUBLIC UTILITIES, AND FUELS 
DIVISION, G. STORER BALDWIN, DIRECTOR 


A. Petroleum Branch, O. D. Judd, Chief: 
Petroleum _ - ee caps as : Mar. 1951 
Lubricating oils, industrial oils, waxes, ete pu : Mar. 9, 1951 
Asphalt and asphalt products—__-__---- _. Mar. 12, 1951 
Crude oil__ ¥ _ Mar. 13, 1951 
Liquefied pe troleum gas, né tural gasoline, and gas.._...... Mar. 14, 195! 
Retail petroleum, west coast - Pi eats 3 : May 1951 
Wholesale petroleum, west coast : eis May 3, 1951 

B. Transportation Branch, Henry G. Bale h, Chief: 
Contract motor carriers - - -- a ‘oe : Mar. 29, 1951 
Truck, passenger car rental - —- - -- ._ Mar. 30, 1951 
Cold storage Pesci dy fy Cee ee 2. Apr S, 2961 
Merchandise storage ae Apr. 6, 1951 
Inland and intracoastal contract water carriers cy ee 1951 
Harbor and coastwise contract carriers ; May 9, 1951 
Contract meaner he carriers ; Jas a ee 26; 299) 

C, Solid Fuels Branch, . Fullarton, Chief: 
Oven coke___-- EON ASM ‘ slp ‘eb. 21, 1951 
Tar processors PRIS, : Apr. 24, 1951 
Retail coal aa 7, 1951 
Coal chemicals - _- - = : y 11, 1951 
Lake coal dock- i tisprae May 25, 1951 
Bituminous coal “produce 1 ee y 29, 1951 
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Industry advisory committees, June 1, 1951—Continued 


VII. CONSUMER DURABLE GOODS DIVISION, HAROLD 
B. WESS, DIRECTOR 


A. Appliance and Equipment Branch, Eugene E. Smallwood, 

Chief: Appointed 
Domestic cooking appliances sheers. : . Apr. 24, 1951 
Household refrigerators and freezers _ _ - May 1, 1951 
Home laundry equipment__ ; May 10, 1951 
Plastic products May 21, 1951 

B. Housewares and Accessories Branch, Eugene E. Smallwood, 
Chief: 
Brush : : May 7, 1951 
Vitrefied chinaware manufacturers May 25, 1951 
Jeweled watch manufacturers f May 28, 1951 
Home Furnishings, Carl Kresl, Acting Chief: 
Wool floor coverings _ ___- nee Feb. 21, 1951 
Furniture manufacturers ; Mar. 6, 1951 
Carpet lining manufacturers - — - ... Mar. 22, 1951 
Bedding : 7 : : Mar. 30, 1951 
Feather and down Apr. , 1951 
Cotton rug manufacturers Apr. 25, 1951 
Tey. 2. : May 7, 1951 


VIII. SERVICES, EXPORT-IMPORT DIVISION, MAX L. 
FEINBERG, ACTING DIRECTOR 


\. Service Trades Branch, Max L. Feinberg, Chief. 

3. Export-Import Branch, J. H. Cerecedo, Acting Chief: 
Export. --- oie ty MOE Pah Hi) wate ee Mar. 
Import. : v : Mar. 


I 


Total, industry advisory committees appointed, 263. 


MEMORANDUM ON BEEF PRICE CONTROL PROGRAM 
INTRODUCTION 


During the past few weeks the representatives of the meat packers and cattle 
raisers have come before various committees of the Congress urging an end of 
price control on their products. They have testified that they are opposed to 
price control in principle on beef and cattle because in their opinion it is unwork- 
able, leads to a decline in production, and creates black markets that destroy all 
respect for law. They have also testified that they are opposed to the beef and 
cattle price regulations because in their opinion the regulations are unfair and 
will create losses. 

I. PRICE CONTROLS ON BEEF ARE CRUCIAI 


In passing the Defense Production Act of 1950 Congress did not see fit to exempt 
beef and cattle from price control. Nor should such an exemption be made in the 
legislation extending the price-control powers. Beef is not an unimportant and 
isolated commodity for which the decision to price control or not to price control 
can be made on the basis of the ease or difficulty of administering the regulation. 
Beef occupies a crucial position both in the consumer’s cost of living and in the 
agricultural sector of our economy. 

Beef accounts for almost half of our meat diet and for over 13 percent of the 
food dollar. On the other hand, uncontrolled beef prices would have the effect 
of bidding away feed from other uses and would thus force up the prices of other 
meats and poultry, of eggs, milk, and cereals. Failure to control beef prices 
would thus result in wrecking controls on all food prices. And with no controls 
on food prices—which account for a third of the Consumers’ Price Index—the 
wage stabilization program would become unjust and unenforceable. With 
wage control out of the picture, it is easy to see that we would have to give up 
price control on the industrial sector, as well as on the agricultural sector of the 
economy. 





, 
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II. PRODUCTION ALONE WILL NOT KEEP PRICES DOWN 


No alternative to price control of meat has been offered. The prevailing 
attitude of those who oppose controls may be summed up by the statement of 
Mr. Chris Finkbeiner, of the National Independent Meat Packers’ Association, 
as reported in the Washington Post of May 6, 1951. He stated that he couldn’t 
give the public “any damn insurance that prices won't go up” if meat controls 
were ended. 

We would like to make it perfectly clear that the alternative to price control 
of meat is soaring beef prices. Increased production will not keep prices down. 
This can be demonstrated by the following facts: 

First. From June 1950 to April 1951 there was a very substantial increase in 
cattle production. Prices of beef cattle during that period rose 25 pereent. 
Production did not keep prices down. 

Second. In January 1951 the OPS placed controls on the price of meat at whole- 
sale and retail but not on live cattle. Despite meat-price control at wholesale 
and retail levels, prices of live cattle increased 12 percent between January and 
April 1951. Produetion did not keep prices down. 

Third. In 1946 when the meat-price controis of OPA were lifted the price of 
beef increased 50 percent. The high production of that year did not keep prices 
down. 

The facts on what happened to meat prices when OPA controls were lifted is 
shown by the following table: 


TaBLe I.—IJndex of beef prices, 1945 and 1946! 


[1935-39= 100, except for hamburger; February 1943=100 for hamburger] 
Round steak, Rib roast | Chuck roast 


CONTROL 

Entire year 1945 . : ‘ 119. 5-120. 5 | 115. 4-115.8 | 125. 9-126. 7 88, O-89. I 

January 1946. - : 120. 2 115.5 126. 0 879 

June 1946 : 123.3 | 118. 2 | 129.3 | 90. 6 
DECONTROL 

July 1946 180.9 173. 6 193.3 

December 1946 190. 3 192. 0 206. 3 


Increase July over June 1946 percent 47 7 50 
Increase December over June 1946 do 54 62 


1 Source: BLS Retail Price Indexes of Meat in large cities. 


Ill. RISING CATTLE PRICES MADE PRICE CONTROL ESSENTIAL 


Sinee the beginning of 1950 the prices of live cattle have risen far out of pro- 
portion to wages, and to other prices. A brief comparison of cattle prices wit! 
other prices clearly shows the disproportionate increase in cattle prices. 


Tas_e Il.—Cattle and other prices, from January 1950 (wage stabilization base) to 
March 1951 


January 


Item 1950 


June 1950 | March 195 


Percent Percent Percent 

Cattle prices ; 100 v7 153.1 
Wages (all manufacturing workers) . 100 2 110. 6 
Prices paid by farmers z 100 2.8 112.9 
Index of consumer prices _- 100 .2 109. 7 
Prices of food items_.....--.__-- : eel teen Re i ata 100 3. 6 115.4 


Thus, between January 1950, the date of the wage-stabilization base, and March 
1951, the prices of cattle rose more than five times as much as the wages of manu- 
facturing workers, over four times as much as the prices paid by farmers, over five 
times as much as the index of consumer prices, and over three times as much 
as the prices of food items. 
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It was obvious to the Office of Price Stabilization that unless the price of live 
cattle was adjusted to a level more nearly in line with other prices and wages, there 
would be irresistible economic pressures to raise wages and other prices to the level 
of cattle prices—that faced with the rises in price of beef that would have to be 
made to reflect the increased price of cattle, labor unions would have a compelling 
case for further cost-of-living increases which would in turn cause pressures for 
price rises by their employers. Accordingly, we decided to try to create a beef 
program which would be fair to all segments of the cattle industry, from the farmer 
through the feeder, to all segments of the beef industry, from the packer through 
the retailer, and to the consumer, a program which would encourage increased 
production, and which would be enforceable. After many months of intense 
study, including extended conferences with all major segments of the beef and 
cattle industries and other interested Government agencies, we achieved a pro- 
gram, embodied in Distribution Regulations 1 and 2 and Ceiling Price Regulations 
23, 24, 25, and 26, which it is believed will accomplish each of these objectives, 
This program— 

Will encourage the production of beef cattle. 
Will be fair to the cattle industry. 

Will be fair to the beef industry. 

Will be fair to the consumer. 

Will be enforceable. 

Will be practicable. 


~ 


~) 


ote Oot 


ae 
re) 


Tue Beer Price Conrrot PROGRAM Is Farr AND WORKABLE 
I. THE OPS PROGRAM WILL ENCOURAGE THE PRODUCTION OF BEEF CATTLE 


A. The general level of cattle prices is profitable 

In his testimony before the House Committee on Agriculture on May 17, 1951, 
the Secretary of Agriculture said: 

“Judging from actual experience of the rate at which cattle numbers were 
increased in 1949 and 1950, average cattle and calf prices at about the 1950 level, 
which will still be allowed by the OPS ceilings, should still constitute a reasonable 
incentive for the continuing production of beef animals. We must bear in mind, 
however, that costs of farm and ranch operations are increasing and that again 
this is a situation which needs to be carefully watched.”’ 

There are sound reasons supporting the Secretary’s conelusion that there will 
be a “reasonable incentive for the continuing production of beef animals.’’ The 
basic reason, of course, is that the prices even after the last roll-back will be suffi- 
ciently high to make cattle production and cattle feeding profitable. This is 
demonstrated by the following facts: 

First. The prices after the last roll-back will be about 25 percent higher than 
January 1950—vet the Department of Agriculture index of prices paid by farmers 
including feed, interest, taxes, and wage rates have increased only 13 percent. 

Second. The prices after the last roll-back will be more than 20 percent higher 
than parity—and parity was revised as late as January 1950 to substantially 
increase parity for beef cattle and lambs relative to other products. 

Third. The prices after the last roll-back will be higher than the June 1950 
prices. The June 1950 price was so high that it stimulated a substantial increase 
in beef production. 

Fourth. The prices after the last roll-back are higher than the highest average 
annual price for anv year prior to Korea. The highest average annual price 
prior to Korea was $22.40. The lowest price set by OPS is about $24 or 7 per- 
cent higher than the highest historical price. 


B. Price regulation will not deter production 

The opponents of the OPS beef program have stated that the mere fact of control 
will be sufficient to cause a decrease in production. In effect they sav that the 
eattle industry will rebel against OPS regimentation and curtail production. 
While there is a great deal of theoretical appeal to this argument, it loses its 
validity if the prices fixed by the regulation make cattle producing and cattle 
feeding profitable. For while cattlemen, like everyone else, dislike controls, they 
are in business for profit and if, as will be demonstrated, the OPS prices make 
it profitable for them to produce or feed cattle, cattle will be produced and fed. 

Moreover, under OPA, price regulation did not deter production. Here is 
what happened under OPA: 

First. Total meat production reached a record high that was never equaled 
before or after the OPA, 
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Second. Beef production increased to a record high which has only been 
equalled in 1 year since OPA. 

Third. Total cattle numbers reached an all-time high which has not since been 
equaled. 

Fourth. There were more beef cattle and calves on the farm than ever before 
or since. 

The OPA didn’t cause this record production but it didn’t stop it either. 

The full facts on the product of meat, beef, and cattle are shown in the following 
table: 

TasLeE III.—Production of meat, beef, and cattle 


| | | 

| 
| Meat! produc-| Beef? pro- | All cattle on 
| tion | duction | farms 


Beef cattle 
and calveson 
farms 3 


Year 


68. : 


od | 


1940 
1941 
1942 
1943. 
1944 
1945... 
1946 
1947 
1948 
1949 
1950 


th 
76. 
81.2 
R5. 2 
85. 6 
82. 4 
81. 
78. 
78. ¢ 
80. 


town 
A — 


Qty to 
we 


Nryemnys 
mae 


NN BONN Oo 
ok Se ROH Dw. bo 


8 


! Billions of pounds. Source: Table 2, Secretary of Agriculture’s statement, dated May 17, 1951, to the 
House Agriculture Committee. 

? Billionsofpounds, Source: U.S. Department of Agriculture, Livestock and Meat Situation. February 
1951. 

3 As of January 1 of each year, in millions of head. 


Source: Same as footnote 1. 


It seems clear, then, if experience under OPA is not to be completely ignored, 
the mere fact of OPS controls will not affect the production of beef cattle. If the 
OPS program provides price incentive to the cattle industry to continue and 
increase beef cattle production, that industry will produce. 


Il. THE OPS PROGRAM IS FAIR TO THE CATTLE INDUSTRY 


A, It is fair to the producer 

This memorandum has previously compared the lowest prices set by OPS in 
relation to farmer costs generally, in relation to parity and in relation to historic 
-attle-price levels. All of these general indices demonstrate that the OPS prices 
are fair and profitable to the producer. 

This conclusion is also supported by Department of Agriculture studies of 
specific producer costs which show that under the lowest prices set by OPS the 
return to the cattle producer will be substantial and will equal his historical 
profit. Studies by the Department of Agriculture of cattle operations in the 
intermountain region show that the return of cattle growers for the year 1947 
amounted to $7.25 per hundredweight, or $50.75 per 700-pound animal. Sub- 
sequent studies, bringing the original publication down to date, show that the 
return for the vear 1950 was $7.96 per hundredweight, or $55.72 per 700-pound 
animal. A similar analysis, by the Department of Agriculture, and applied by 
OPS to the level of cattle prices to be in effect after October 1 (the lowest price 
proposed by the regulation) shows that producers will realize a return of $7.49 
per hundredweight, or $52.43 per 700-pound animal. The Department of Agri- 
culture study is confined to the intermountain region, but there is no reason to 
suppose that the costs of operation in that region are lower than those in any 
other part of the country. 

It should be pointed out that the 1951 calculation of the Department of Agri- 
culture actually understates the producers’ margin by about $9 per animal. 
This is true because the 1951 figure counts as cost of production, a 5-percent 
return on an inflated investment. The 1950 investment bas been inflated by 22 
percent, the inflation being attributable largely to appreciation in the price of 
cattle, and, to some extent, to an increase in land values. To compute an extra 
expense because of an appreciation in value is erroneous in two respects. 
(1) Where a farmer has not made any additional investment this method pays 
him a return on a fictitious investment. His real return should relate to his 
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actual investment, not to an inflated value. (2) A sharp appreciation in value 
of cattle means that cattle production is more profitable because farmers make an 
inventory profit on cattle. Yet these computations have the effect of increasing 
cost and lowering — as cattle appreciate in price. 

If the return is calculated on the basis of 1950 investment (which assumes the 
same number of livestock and the same amount of land), it would amount to $9.21 
per hundredweight instead of $7.49, or $64.47 per 700-pound animal. Thus when 
properly computed the profit margin under the OPS ceilings will be more than the 
margin in 1947 or in 1950. A summary of the study made by the Department of 
Agriculture is set forth in table LV below. 


TaBLeE 1V.—Approrimate cost of producing 100 pounds (live weight) of beef on 
commercial family-operated catile ranches, intermountain region, 1947, 1950, and 


1241 


Tentative 


1951 3 


Feed bought (including grazing fees) $203. 00 | $258. 00 7.00 $277. 00 
Livestock expense 190.00 | 584. 00 389. 00 389. 00 
Seed | 26. 00 | 75. 00 6, 00 66. 00 
Hired labor P ‘ 345. 00 352. 00 526. 00 526. 00 
Power and maehinery 1, 048. 00 1, 593. 00 , 623. 00 1, 623. 00 
Building repairs 143. 00 | ISS. G0 206. 00 206. 00 
Taxes (on real and personal property) 661. 00 | 866. 00 900. 00 900. 00 
Miscellaneous costs 120. 00 109. 00 116. 00 116. 00 
Net depreciation : ‘ ’ 25. 00 203. 00 33. 00 33. 00 

Total operating expense ; | 2,761.00 | 28. 00 , 136. 00 4, 136. 00 
Interest on current investment at 5 percent 3, 390. 00 | , 532. 00 4, 387. 00 3, 532. 00 

Cost excluding operator and family labor 6, 151.00 | , 760. 00 , 523. 00 | 7, 668. OO 
Hired wage rates per hour | 50 69 | ee .73 
Operator and family labor at hired wage rates 2,010.00 | 2,815. 00 2, 978. 00 2, 978. 00 


Total cost : 8, 161.00 | . 575. . 501. 00 10, 646. 00 

Gross p wroduction of beef (100 pounds live weight 533. 50 504 494. 30 494. 30 

Operating expense per 100 pounds 5.18 8. 3! 37 8. 37 
Cost (excluding operator and family labor) per 100 

pounds akescbint lias i : 11. 53 | 


15. 52 


. 24 

Total cost per 100 pounds. ‘ is é 15. 30 20. GF 23. 27 21. 54 
 < ‘ 2 
wv 


Average ranch price of all cattle sold__- 18. 78 24. 73 
Margin for operator (including his labor) per hundred- 
weight : wtih wed oe . 25 ( .49 9. 21 


1 1950 cost rates adjusted in accordance with change from 1950 to March 1951 in index of prices paid for 
individual items used in production. Indexes of changes in cost rates in the intermountain region were 
used whenever available. For other items the index of changes in cost rates in the United States were used. 
Change in wage rates is change from the 1950 average to April 1951 in Utah. 

? Return on investment is assumed to be same dollar amount as in 1950 

Note.—Columns 1, 2, and 3 were prepared by the USDA and presented to the House Committee on Agri- 
culture, May 23, 1951. Column 4 was prepared by OPS to show the situation if the interest on investment 
were calculated at the 1950 level rather than on the basis of the inflated values of livestock and land. 

The last line of figures ‘‘Margin for operator including his labor, per hundredweight”’ added by OPS. 
Also, the average ranch price of all cattle sold for 1951 was c: culated by OPS. 

Source: Unpublished data, Division of Farm Management and Costs, BAE. 


It is fair to the feeders 

The regulations pose two questions with respect to the feeders: (1) Will the 
regulations encourage farmers to feed cattle; and (2) Will feeders lose substantially 
on cattle now on the feed lots when prices are rolled back. 

The studies of the Department of Agriculture indicate clearly that under OPS 
regulations it will pay farmers to feed cattle. Feeders normally buy cattle of 
about Commercial or Good grade. These cattle are fattened and the bulk of 
them are usually sold as choice or prime cattle. Under even the lowest ceiling 
prices, those scheduled to become effective in October, the price spread provided 
by OPS between low-and high-grade cattle makes feeding very profitable. For 
example, after October, a feeder will be able to make a profit of about $40 per 
head, as shown in the following table: 
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TaBLeE V.—Feeder profits under OPS October ceilings 


Ceiling price of Commercial grade steer, per hundredweight _ - . ' $24. 30 
Cost of 700-pound Commercial steer_ 170. 10 
Cost of feeding steer (April 1951 prices) sere " : 117. 30 


Total cost of fattened 1,050-pound Choice steer 287. 40 
Ceiling price of Choice grade steer, per hundredweight 1 31. 20 
Value of 1,050-pound Choice steer at ceiling price 327. 60 
Profit to feeder frames . : 10. 20 

1 Approximate ceiling prices after October 1951 

2 These costs include feed (45 bushels of corn, 4 tons of alfalfa hay, and 150 pounds of soybean meal per 
head), transportation and marketing expenses, pasture, labor, overhead and death loss, less eredits from 
manure and from gain on hogs following steers 

Source: Table 12 accompanying Secretary of Agriculture’s statement, dated May 17, 1951, to the House 
Agriculture Committee 


This $40 profit per head compares very favorably with the average profit of 
$22.91 for the past 10 years. As table VI shows, enly in 3 of the past 10 years 
has the $40 profit been exceeded, and only in 1950, when inflation caused more 
than a 20-percent rise in cattle prices in 6 months, was this profit greatly exceeded. 


Tarurt VI.—Feeder profits per steer 


1940-41 

1941-42 _ 18. 24} 1946-47 
1942—43_ bee ; 21 44a 947-48 
1942-44 __ ; 8. 66 | 1948-49 
1944—45_ . 14. 581 1949-50 


10-year average, $22.91. 


Source: Table 12 of Secretary of Agriculture’s statement, dated May 17, 1951, to the House Agriculture 
Committee. 


Since it is clear that feeders will make liberal profits under the October ceilings, 
it is clear that they will have a sufficient incentive to continue the production of 
well-finished cattle. 

The second question is whether, when prices are rolled back, losses to feeders 
on their present inventory of cattle will be so substantial as to make a roll-back 
unfair, This question was carefully considered prior to the issuance of the regu- 
lations. In fact the desire to protect the feeder against inventory losses was the 
sole reason why the roll-backs were delayed. The delay gave the feeder a chance 
to dispose of his cattle at higher prices and the final roll-back was timed to coincide 
with the period when the number of cattle in feed lots is normally at a relatively 
low level. 

Under the present program feeders will not incur over-all inventory losses 
though some losses will be sustained on cattle purchased since January. ‘There 
are two major groups of feeders, the farmer feeder and the commercial feeder. 
The farmer feeder usually purchases cattle in the fall and sells during the next 
spring or summer. ‘To the extent that he followed this normal practice he is not 
adversely affected by the roll-back, because he did not purchase his cattle at the 
recent high prices but at the lower prices that prevailed last fall. The com 
mercial feeder usually purchases the year round but tends to concentrate his 
purchases in the fall when prices are normally most favorable. His losses on the 
relatively small number purchased since January should be more than offset by 
his profits on his large fall purchases. 
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The table below shows the effect of the roll-back orders on farmer-feeders: 


TasL_e VII.—Profit on feeding a 700-pound steer bought in the fall of 1950 for sale 
the following spring 
! | ecet 
Average | 
costof | Cost of 
Period purchased 1950 | 700-pound | feeding 
feeders per head 2 
per head ! | 


Total cost | 
) , e 3 
pone alue of 1,050-pound choice 
’ | steer at Chicago after 7 


pound : 
ae \ months of feeding 


| Profit per 
head 


| 


August. | $188. 30 $117. 30 $305. March acoen} $§885.04 
September ° 188. 30 | 117. 30 oe | ROTA Biss 
October ‘ alse 188. 44 117. 30 305. 7 MEE cick nondk a ccuing 6 359. 10 
November 199. 22 117.30 316 June ; ; 6 359. 10 
December 206.15 117. é 32: July ee Sid 6 359. 10 


Average... . 194. 08 7.4 311. % ‘ Ae eae ee 370. 02 





1 Source: Table 11 of statement by Secretary of Agriculture, dated May 17, 1951, before House Agri- 
culture Committee, costs per hundredweight were multiplied by 7. 

2 Source: Table 12 of same statement. This is based on April 1951 prices, which were higher than pre- 
vious prices and thus overstates costs. 

3 Columns 1+-2. 

4 Source: Table 11 of statement, dated May 17, 1951, by Secretary of Agriculture to House Agriculture 
Committee indicates March 1951 price of choice steers at Chicago was $35.67 per hundredweight. 

§ Source: Table 11 of same statement indicates April 1951 price of choice steers at Chicago was $36.93 
per hundredweight. 

6 May-July ceiling prices for choice are $34.20 per hundredweight. 


These profits of $58.64 per head are substantial when it is recalled that the average 
profit for the past 10 years was $22.91 per head and that only once in the past 10 
years has a $59 profit been exceeded. 

Although the commercial feeder may suffer some losses on cattle purchased at 
recent high prices, he will, on the average of his purchases from August 1950 
through April 1951, net a substantial profit of $49 per head. This profit, again, is 
substantial as compared to historical profits. The profit realized by commercial 
feeders is shown in the following table: 


Tasie VIII.—Profit of commercial feeders purchasing steers between August 1950 


and April 1951 


Value of 
1,050-pound 
choice steer, Profit or 
at Chicago | loss per 
after 7 steer 
| months of 


feeding § 


Total cost | Value per hundredweight 

per 1,050- of 1,050-pound choice 
pound steer at Chicago 4 after 
steer 3 7 months of feeding 


A verage 
cost of 700- 
pound 
feeders 


Cost of 
feeding 
per head 2 


August 1950 ‘ 2 | $ i R $36. 67 $385. 04 | 
Septem! 3 5 292, 4! 36. 9: 387. 76 | 
October 292 May. -..-. 34. 20 | 359. 10 
November 99. 2 ‘ 303.37 | Jt ie 34, 4 359. 10 
December 206. 15 i 5 July : 34. 2 359. 10 
January 1951 223. 16 117.3 3 Augus ; 32. 7 343. 35 
February 2 + 358. September 32. 7 343. 35 
March : 245. 17.3 363 ’ er 31.2 327. 60 
April 249, y 366.78 | November ‘ 327. 60 


Weighted av.’ 204. 26 . 36 311. 62 |..- aeaod 34.35 | 360. 68 | 


1 Source: Table 11 of Secretary of Agriculture’s statement. dated May 17, 1951, to the House Agriculture 
Committee gives the prices per hundredweight of stocker and feeder steers. These prices were multiplied 
by 7 to arrive at the price for 700-pound steers 

These costs include feed (45 bushels of corn, 4 tons of alfalfa hay, and 150 pounds of soybean mea! per 
head), transporta and marketing expenses, pasture, labor, overhead and death loss, less credits from 
manure and gain on hogs hollowing steers. In computing costs. it was assumed that cattle purchased in 
1950 were fed at 1950 prices and that cattle purchased in 1951 were fed at April 1951 prices. Source: Table 12 
of Secretary of Agriculture’s statement, referred to above. Costs prior to 1951 were modified to reflect 
1950 corn prices. 

3 Column 1+2 

4 March and Apri! selling prices obtained from table 11 of Secretary of Agriculture’s statement, referred 
to above, May through November prices are OPS ceiling approximate prices, effective in May, 
August, and October 1951. 

§ Column 4 times 1045. 

6 Column 5 minus column 3, 

7 A verages were weighted in accordance with table IX, i. e., August 1950 purchases were weighted at 
9.3% September, 1950 purchases at 16.6%, etc. 
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Critics of the OPS program have ignored the high average profit of $49 and 
have stressed the losses sustained by feeders purchasing cattle in February, 
March, and April of this year. The fact is that of the cattle going into feed 
lots from August to April, relatively few are purchased for feeding during Febru- 
ary, March, and April. This is indicated by the following table: 


TaBLE [X.—Number of stocker and feeder cattle shipped from 5 major markets! 


Number | Number 
Month (1,000 | Percent Month (1,000 Percent 
head) heac 
August 1950__. ; 5 | 9. ; February 
September-.-....--.-- 206 | 3. 6 March 
October. -_-..-.- 281 | 22. April__- 
November..-- 6 
December. ; y | 9. Total 
January 1951-. 7.6 


1 Source: Table 14 of the Secretary of Agriculture’s statement, dated May 17, 1951, to the Hou 
culture Committee. 


The few purchasers who bought after January, and only after January, did so 
notwithstanding the warning in the general ceiling price regulation, issued January 
26, 1951, that “tailored livestock ceilings will be issued as soon as practicable.’’ 
As the Secretary of Agriculture said to the House Agriculture Committee on May 
17, 1951, ‘‘ Feeders who bid up prices after the date of the order (GCPR) obviously 
assumed the risk of subsequent developments.” 


Ill. THE OPS PROGRAM IS FAIR TO THE BEEF INDUSTRY 


There have been relatively few complaints of the theoretical fairness of the 
beef regulations, Ceiling Price Regulations 23, 24, 25, and 26, to the beef industry. 
Indeed, the Washington Post reported on May 16, 1951, that the attorney repre- 
senting the National Association of Meat Processors and Wholesalers ‘‘compli- 
mented OPS for ‘regulations under which we can live.’ ” 

Such criticism of the OPS regulations as the Congress has received from the 
beef industry has centered around these two major questions: 

1. Will OPS orders curtail production of beef cattle? 

2. Will OPS orders be workable and enforceable, i. e., will they drive meat into 
the black market? 

Save for those members of the beef industry who are opposed to price controls 
under ali circumstances, it appears that the other members of the industry 
packers, wholesalers, retailers and other distributors—-would have no serious 
complaints concerning the OPS regulations if they do not curtail beef cattle 
production and if they are workable and enforceable, that is, if under the OPS 
regulations they will receive an adequate supply of beef at or below the ceiling 
prices established for their sources of supply. Both of these points are dis 
at length in this memorandum. 


IV. THE OPS PROGRAM IS FAIR TO THE CONSUMER 


Under the OPS program, there are three sets of ceiling prices. The first set, 
the May level, is designed to restore prices to the January level and relieve the 
squeeze on the beef industry caused by the post-January rise in cattle prices. 
This reduction in the price of live cattle will have little or no effect on the averas 
beef prices at consumer levels. The reductions in live cattle prices of approxi- 
mately 4% percent in August and 4% percent in October will be reflected in 
reductions in the prices at retail stores. The last reduction will reduce retail 
beef ceiling prices about 9 percent and restore them close to the levels of May-June 
1950. As has previously been pointed out, the roll-backs were timed to minimize 
inventory losses of feeders. 
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Table X illustrates the effect of the OPS program on retail beef prices: 


TABLE X.—Retatl beef prices in New York City under price control 


Rib roast (7- 


: © "K roas € ver 
tach out) huck roast Hamburge 


Round steak 


Cents 
Feb. 15, 1951 1.15 
May 14, 1951 2 ‘ 1.10 
Aug. 1, 1951 1. 05 
Oct. 1, 1951 4 1. 00 


Source: Bureau of Labor Statistics. These prices were the prices under the general ceiling price regula- 
tion 
2 OPS ceiling prices, weighted as follows: Group 1 and 2 stores, 40 percent; group 3B and 4B stores, 20 
percent 
Approximate OPS ceiling prices, weighted as in note 2. 
4 Approximate OPS ceiling prices, weighted as in note 3. 


Nott In each case prices of choice grade, the grade bought in BLS surveys were used. 
V. THE OPS PROGRAM IS ENFORCEABLE 


A major criticism of the program is that beef will not be sold in regular channels 
at ceiling prices but will be sold in the black market at higher prices and, therefore, 
that the entire beef program is meaningless. 

The OPS has the advantage of OPA experience in dealing with the black 
market. Thus we should be able to do a more effective job. The black market 
was primarily caused by lack of slaughter control and by poor distribution of 
meat. ‘The OPS program to deal with these problems is as follows: 

(1) Slaughter registration.—OPS issued its slaughter registration and quota 
reguiation, Distribution, Regulation 1, in February. This early issuance date 
was determined upon in order to keep black marketers from entering the slaughter 
field. OPA did not effectively register slaughterers until 1945. By that time, 
some black marketers had entered the slaughtering business, and it was difficult 
in most instances to prevent their registration. By starting early, OPS can 
limit. distribution to legitimate slaughterers and keep beef distribution in their 
hands. The slaughter-control program by setting quotas each month based on 
last vear’s slaughter, effectively apportions the total available supply fairly 
among all slaughterers. Thus, if in a given month, estimates indicate that hog 
slaughter will be 110 percent and the cattle slaughter will be 95 percent of the 
1950 slaughter, each slaughterer’s quota for that month is established at 110 
percent of his 1950 hog slaughter and at 95 percent of his 1950 cattle slaughter. 

(2) Allocation.—In Distribution Regulation 2, OPS provided for record keeping 

hich might serve as the basis for meat allocation when and if meat shortages 
should develop. If necessary, OPS can allocate meat to areas, to assure fair 
supplies to each area through legitimate dealers, or can allocate meat to dis- 
tributors to assure a fair supply to each distributor. By allocating, if necessary, 
OPS can keep meat in legitimate channels and make it unnecessary for legitimate 
businessmen to go into a black market to get supplies. 

3) Prices adequately cover transportation costs.—The OPS beef regulations 
more adequately reflect transportation costs than did the OPA regulations, 
thereby making it equally profitable to sell meat in all parts of the country. 
Since all areas of the country will thus have aecess to an adequate supply of beef, 
it will not be profitable to set up area black markets. 

(4) OPS beef regulations do not squeeze legitimate businesses.—OPS regulations 
provide more liberal dollar margins for slaughterers and wholesalers than OPA 
allowed. These wider margins have but little effect on what the consumer pays, 
but make it profitable for businessmen to complv with the program. 

While OPS should do a better job in dealing with the black market than OPA, 
the extent of the black market under OPA has been very much exaggerated. 
Those who have expressed concern about the black market have primarily pointed 
to experience in the middle of 1946 when price controls were crumbling. They 
have ignored the fact that during most of OPA, meat black markets were not a 
serious problem. 

A study made by OPA covered the monthly purchases during 1944 and 1945 
by 21 packing companies covering over 100 plants and about 58 percent of the 
total volume of Federally inspected slaughter. The total cost of their cattle 
was, on the average, the maximum cost permitted by the cattle regulations, and 
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exceeded the maximum permissible cost in relatively few cases. This is shown 
in the following table: 


TABLE XI.—Total cost! as a percentage of maximum permissible cost for 21 packing 
companies by accounting periods, January to December 1944 and 1945 








| 
Weighted 
average 


Company? | | | | 
| | | 
Jan. | Feb. | Mar. | July | Aug. |§ .| Oct. | Nov. | Dee. 
} ’ | 
| i SORE oir eg ages "ae we Gees 
| Per- Per- | Per- | Per- | Per- | Pe Per- 
| cent | | | cent | cent | cent | cent | | cent Percent 
|} 91.0 | 94.5 | 97. 97.2 | 98.2 | 98.3 | 93.8 | 95.6 .4}, 99.3) 91.0 i} 9% 
| 9}, | 99.2 | 99.4 | 95.8 | 92.2 | 91.3 |] 88.2 | 90.5 iB 93. § 
| 91. | 98.4 | 99.2 | GI. .4 | 87.7 | 86.6 | 87. 7. 92. 
| 99. 06.5 | 98.4 | 93.7 | 93.6 | 92. 9.3 | 9! O1.§ 93. 
3 ) 7 
4 


| 94. 1105. 91.6 gs. ! 

|} 91, 1104, | 94.8 | 08 
86. | 97.3 | 92.0 | 89.3 | 88.6 | 86. °6.: 3 

| 90. 99.0 | 99.8 | 99.5 | 395 ; 89, 

| 94. 93.6 | 92. 38.2 | 89.0 | 5 | 92. 
92. 91.3 | 92.3 | 87.7 | 99.! j 9 

| SS. ba be 
9}. RS, 
90. 


de ITO 


POwD 


t ; 
DW Ams 


ee SPs 
P~1Ors e Oe 


= 


Weighted | 
average, 
2! com- 
panies 


Om ee 


One roc 


Cone 


~JEn 


Weighted av- 
erage 21 | | 
ccm panies _| 93.6 .0 | 97 98.9 | 99.0 .< .¢ 96. 7 98.7 | 98.9 





! Deductions m ide for freight credit clam» for accouatiag periods begianiag with February 1945. 

? Num per of plants reported by the 21 ¢ m >aaies ave-aged 105 ia 1944, aad 113i 1945. 

§ Data on purchases not available for this packer fr m August to Nove nbder 1944. Average figures for 
the c¢ m pany for the other m>aths were usel to obtaia tae anaual perceatage and the perceatages for the 
21 com vanies from August to Novem Der 1944. 


_ Note.—Slaughter of these 21 ccm panies in January 1944 was equal to about 58 percent of the total federally 
inspected slaughter of cattle in that m oath. 


Even in the spring of 1946, there was substantial compliance with the OPA 
meat regulations. A survey conducted in 27 representative cities in March 
1946, collected 4,473 meat prices from 857 retail stores. Of these, $3 percent 


§834738—5i1—pt, 2-———41 
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were found to be in compliance. Another survey, conducted in Washington, 
D. C., in April 1946 revealed that overcharges were made in only 3% percent of 
the purchases. The same situation existed in slaughtering plants. An OPA 
survey covering almost 2,000 plants, which slaughtered between 1.2 and 1.4 
billion pounds per month, disclosed that the cost of cattle at these plants averaged 
15 cents below permissible cost in January 1946; 5 cents below in February 1946; 
and 4 cents below in both March and April 1946. Moreover, the survey showed 
that out of the 170 zone and market reports for the 5 months, there were only 
10 instances where the actual cost exceeded the permissible cost by more than 1 
percent. It is clear that during most of OPA there was little black marketing 
at either the wholesale or retail level. However, beginning in 1946, when it 
became increasingly probable that controls would end on June 30, cattle were 
withheld from market and black market operations increased. The increasing 
violations in 1946, however, were caused not by price control but by the prospects 
of decontrol. 
VI. THE OPS PROGRAM IS WORKABLE 


Various witnesses have testified that the OPS program is unworkable for various 
reasons. The major charges are discussed below. 
A. Uniform grading is practical. 

There has been some testimony that uniform grading cannot be achieved. 
Uniform grading under standards prescribed by the Department of Agriculture 
has been used since 1916. For many years all beef purchased by the Armed 
Forces has been Government graded. Some large chain stores, such as Safeway, 
have for many years purchased only Government graded beef. The OPS merely 
applied these well-accepted grading standards to all beef. 

The OPA used uniform grading all during World War II. Not only was the 
grading practicable and workable but it received the support of the meat industry 
itself. A special congressional committee, the so-called Boren committee (H. 
Rept. 808, 78th Cong. 1943) was established to investigate grade labeling and 
found that grade marking of meat was supported by the industry. In its report, 
the committee stated: 

‘In its price regulations the Office of Price Administration sets ceilings for 
these meats at various sales levels according to these grades. This system had 
the support of the industry from the outset. Prior to the issuance of OES Regula- 
tion No. 1, continuation of meat grading and labeling was urged by the War 
Meat Board representing the meat industry. 

‘‘No opposition against this system of grading and labeling of meat was voiced 
at any time in testimony before the subcommittee. 


B. Standard cuts are practical 

The OPS, to avoid evasion of the beef regulations, has prescribed a uniform sys- 
tem of cutting beef. These cuts are said to be impractical. The uniform cuts 
used by OPS are identical with those prescribed by OPA and were successfully in 
use during all of World War II. The cuts were defined and formulated for the 
OPA in accordance with the recommendations of industry representatives. OPS 
has used these same definitions and has also permitted additional cuts in aeccord- 
ance with the recommendations of industry advisory committees and its industry 
consultants, who recommended the standards for the new cuts. 
C. There are a sufficient number of Federal graders 

Another criticism of OPS was that the beef program would not work because 
there were not enough Federal graders available. Prior to May 7, 1951, the effee- 
tive date of Distribution Regulation 2, it was believed that there would be an ade- 
quate supply of Federal graders. When it became apparent, on May 9, that there 
were certain areas which did not have an adequate number of graders, Distribution 
Regulation 2 was promptly amended, on May 11, to permit self-grading for all 
grades if Federal graders were unavailable. This authority lapsed after May 20 
when the temporary shortage of Federal graders ended. 


D. The OPS program will not cause premature sales 

There has been some testimony that the OPS program will cause the premature 
liquidation of stock, thereby eventually causing a decline in beef-cattle production. 
The reports of cattle marketings following the issuance of beef regulations on April 
30 show that there has been no premature liquidation. In each of the next 3 
weeks for which reports have become available, fewer head of cattle were marketed 
than in the corresponding week of 1950 and the average weight of the cattle 
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marketed was heavier than the average in the corresponding week of 1950. In- 
asmuch as these 3 weeks were immediately prior to the first and sharpest roll-back 
of cattle prices, it might have been anticipated that any substantial liquidation 
would have occurred during this period. 


TaBLe XII.—Cattle slaughtered under Federal inspection ! 





Head (thou- Average live | Total live weight 
sand) weight (thousand pounds) 
Week ended 


1951 1950 


1951 | 1950 


| 
| 








242, 060 





989 | 3 








1 Source: Livestock Bra ch of the U. S. Department of Agriculture. The result was to be expected 
because under the OPS reg: lations it does not pay to market prematurely. Holding cattle for a longer time 
is advantageous to tie prod cer and the feeder, for the heavier ard better grade animal brings a higher 
price. Then, too, any premature rush of cattle to market would drive prices below OPS ceiling prices 
and it is unlikely that cattlemen will kill their market by glutting it with cattle. 


THE SLAUGHTER Quota PROGRAM 
I. OBJECTIVES OF THE PROGRAM 


The OPS slaughter quota system is a method for allocating available supplies 
of livestock among slaughterers. It has the following objectives: 

1. To assure a fair division of available supplies of livestock among existing 
slaughterers. i 

2. To prevent irresponsible operators from obtaining supplies of livestock and 
diverting meat into the black market. 

These objectives are important for three reasons: 

First. Experience in World War II demonstrated that there can be no equitable 
distribution of meat among areas, or to consumers, or to meat processors or dis- 
tributors unless livestock is kept moving in normal channels to the slaughterers 
who have customarily handled such livestock. Slaughter quotas are the founda- 
tion of any program for equitable distribution of meat. 

Second. It is an essential requisite of any system of controls that the businesses 
regulated be assured of an opportunity to make a fair profit. In the absence of 
slaughter controls, established slaughterers might not be able to get adequate 
supplies of livestock and would therefore be unable to earn a fair return. 

Third: Unless meat is controlled at the slaughter level, the task of controlling 
the black market becomes very difficult. In World War II black-market sellers 
frequently obtained their supplies from irresponsible operators who invaded the 
slaughtering business and diverted supplies from legitimate slaughterers. More- 
over, legitimate and established businesses which do not get their fair share of 
livestock or of meat are under constant economic pressure to go into the black 
market in order to survive. 


Il, TECHNIQUE OF THE ORDER 


The method used in distribution regulation No. 1 to achieve these objectives is 
basically simple. 

Packers are prohibited from slaughtering in any given month a greater propor- 
tion of the total available livestock than they slaughtered in 1950. Thus, if a 
packer slaughtered in June 1950 1 percent of the total live weight of cattle slaugh- 
tered in that month, he may slaughter in June 1951 only 1 percent of the live 
weight of all cattle slaughtered in June 1951. ; 

This result is accomplished by giving each slaughterer for each month a quota 
base for each species of livestock equal to the amount he slaughtered in the 
corresponding month of 1950. Then an estimate is made of the livestock which 
will come to market in a particular month. This estimate is based on information 
from various sources, including Department of Agriculture data. 

If it is estimated that marketings of a particular species of livestock in a parti- 
cular month will be 110 percent of what they were in the same month last year 
each slaughterer has a quota equal to 110 percent of his quota base. If the esti- 
mate for that species in that month is 90 percent, each slaughterer’s quota for that 
species is equal to 90 percent of his quota base. 
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Ill. 





OBJECTIONS TO THE 





QUOTA SYSTEM 


Two general objections have been made to the slaughter quota program. The 

first is that it is designed to limit livestock marketings and will result in shortages. 
The second is that the order is unfair to persons who want to enter the slaughtering 
business. These objections will be considered in order. 

First. It is obvious from the explanation above that the quotas are not a 
limitation on livestock marketings but only a method for dividing livestock 
brought to market, equitably among slaughterers. Quota percentages are fixed 
on the basis of estimated marketings. If the percentage proves to be too low, 
the regulation provides for an increase. Also individual quota increases are 
granted in local situations when marketings are running higher than the national 
average. 

When, as in the month of May, cattle quotas were set at 90 percent the question 
is sometimes raised as to what will become of the other 10 percent. As explained 
above. there is no other 10 percent. The quotas in any given month are set at a 
level sufficient to absorb all cattle brought to market in that month. 

When quotas are set at 90 percent, the percentage is not 90 percent of current 
marketings but rather 90 percent of last year’s marketings. This is because the 
number of livestock being marketed in a particular month is that much less than 
the number marketed in the corresponding month of 1950. 

Second. The slaughter control order also provides in effect that new operators 
will not receive a quota for livestock except in certain situations. Thus, adjust- 
ments have been granted under section 9 of the order in eases where slaughterers 
made investments in facilities prior to the date of the order even though they did 
not slaughter any livestock in 1950. Adjustments have also been granted where 
facilities have been expanded. 

Also section 10 of the order provides that new entrants into the slaughtering 
business will be registered and granted quotas where they show that their opera- 
tions are essential to meet civilian needs in the area to be served, that the products 
to be produced cannot be obtained from any other source, and that the operation 
of the new establishment will promote the national defense by facilitating the 
production and orderly distribution of meat. 

These provisions obviously will keep out potential black-market operators but 
permit the entry of persons whose proposed operations serve a genuine need and 
contribute to the national defense. 

In brief, the slaughter-quota program is a method of assuring equitable distribu- 
tion of livestock and of meat, of protecting legitimate enterprises in the meat busi- 
ness, and of preventing the growth of the black market. It is not a restriction on 
production nor a device to limit marketing of livestock. 


‘ - » - 
CONCLUSION 


The OPS beef program is fair to all segments of our economy and is workable 
and enforceable. As the Secretary of Agriculture stated to the House Agriculture 
Committee on May 17, 1951: 

“In view of the mutual stake of farmers, consumers, labor, and business in 
economic stabilization, I believe we should give the price orders a fair chance to 
work, or those who now complain should come forward with a better plan.”’ 









MEMORANDUM ON SEcTION 402 (p) (1) oF THE DEFENSE PRopuction Act or 1950 


Section 402 (d) (1) of the Defense Production Act of 1950 provides: 
‘Regulations and orders issued under this title shall apply regardless of any 
obligation heretofore or hereafter incurred, except as proviced in this subsection; 
but the President shall make appropriate provision to prevent hardships and in- 
equities to sellers who have bona fide contracts in effect on the date of issuance 
of any such regulation or order for future delivery of materials in which seasonal 
demands or normal business practices require contracts for future Celivery.” 

This snecific standard is in addition to the more general standards set out in 
section 402 (ec) which deal with the authority to establish ceilings. 

It has been alleged that the Office of Price Stabilization has ‘‘not peid any 
attention” to this section, particularly the last part thereof dealing with con- 
tracts for future deliverv. This memorandum demonstrates that this allegation 
is completely unfounded, 

1. The OPS has carefully scrutinized every claim for relief under section 402 (d) 
(1).—Section 402 (d) (1) grants the power to cut across contracts whether they 
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were entered into before or after the issuance of ceiling price regulations. That 
power is circumscribed, when the standards in section.402 (c) are met, only with 
respect to bona fide contracts for future delivery of materials in effect on the date 
of issuance of any regulation. If such contracts are required by seasonal demands 
or normal business praetices and cutting across them causes or will cause hard- 
ships and inequities, then the President is required by section 402 (d) (1) to act 
to prevent such hardships and inequities. If such contracts are not required by 
seasonal demands or normal business practices, or if cutting across them does not 
involve the requisite hardship and inequity contemplated by this section, then 
the mandate of this section is that the ceiling price regulation shall apply regard- 
less of any obligation incurred prior to its issuance, including obligations entered 
into under preexisting regulations. 

2. A number of regulations allow preexisting contracts for future delivery to be 
carried out at the contract price—-The OPS has issued 12 regulations which have 
permitted preexisting contracts for future delivery of materials to be carried out 
at contract prices higher than the ceiling price established: 

(1) CPR 3: Coal, except Pennsylvania anthracite, February 2, 1951. 

(2) CPR 6: Fats and oils, February 14, 1951. 

(3) SR 9 to GCPR: Exported commodities, March 5, 1951. 

(4) SR 1 to CPR 8: Cotton producers’ contracts, March 7, 1951. 

(5) SR 13 to GCPR: Coke, coal chemicals, and coke-oven gas, March 13, 
1951. 


(6) 
1951. 

(7) SR 2 to CPR 8: Contracts for future delivery of American upland 
cotton, April 28, 1951. 

(8) SR 24 to GCPR: Puerto Rican and Virgin Island blackstrap molasses, 
May 3, 1951. 

(9) CPR 29: Pure nickel scrap, monel metal scrap, stainless steel scrap, 
and other scrap materials containing nickel, May 3, 1951. 

(10) CPR 31: Imports, May 4, 1951. 

(11) CPR 39: Marine feed products sold by processors, importers, and 
distributors, May 24, 1951. 

(12) CPR 40: Buriap, May 24, 1951. 

The nature of the ‘hardships and inequities’? which OPS has considered itself 
bound to relieve under section 402 (d) (1) is revealed in the statements of con- 
siderations accompanying these regulations. In SR 13 to GCPR, the fact that 
the preexisting long-term contracts provided for amortization of the capital 
investment needed for performance of the contracts, the fact that in the market 
for coke-oven gas there was normally but a single buyer and a single seller, and 
the fact that the seller produced only what the buyer had contracted for with the 
surplus going unmarketed were deemed sufficient to present a hardship situation 
if the contracts in question were cut across. In CPR 6, the facts that the regula- 
tion accomplished roll-backs in prices, that producers of fatS and oils operated 
on comparatively short gross margins over material costs, and that the producers 
had entered into contracts based upon substantially higher costs of materials they 
were compelled to pay were deemed sufficient to present a hardship situation if 
the contracts in question were cut across. In SR 2 to CPR 8, the facts that 
cotton shippers operated upon a relatively small profit margin over cost, that 
their contracts could not be performed except by incurring an out-of-pocket loss 
under CPR 8, and that such loss would substantially reduce the 1951 earnings 
in the trade were deemed sufficient to warrant relief under section 402 (d) (1). 

4. A number of regulations allow upward adjustments of ceiling prices for specific 
preexisting contracts for future delivery.—OPS has also issued five regulations which 
contain provisions for adjusting upward the ceiling prices established in such 
regulations: 

(1) CPR 4: Anthracite delivery from mine or preparation plant, February 
2, 1951. 

(2) CPR 2, revision 1: Cattle hides, kips, calfskins, March 15, 1951. 

(3) CPR 22: Manufacturers’ general ceiling price regulation, April 25, 
1951, 

(4) CPR 30: Machinery and related manufactured goods, May 4, 1951. 

(5) CPR 41: Shoe manufacturers’ regulation, May 29, 1951. 

In four of these regulations, the adjustments are provided only with respect to 
designated preexisting contracts for future delivery of materials. In one regula- 
tion, CPR 4, the adjustments are provided not only with respect to such contracts 
but also as to contracts entered into under the regulation. 


CPR 18: Manufacturers’ prices for wool yarns and fabrics, April 5, 
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In six regulations issued by this agency, provision has been made to relieve a 
manufacturer who, as a result of his applicable ceiling prices, has been or would be 
forced to operate at a loss with respect to his over-all manufacturing operations: 

oa? CPR 22: Manufacturers’ general ceiling price regulation, April 25, 
951. 
(2) CPR 30: Machinery and related manufactured goods, May 4, 1951. 
(3) CPR 18, revision 1: Manufacturers’ prices for wool yarns and fabrics, 
May 9, 1951. 
‘s ®) GOR 10: Adjustments of ceiling prices for manufacturers, May 11, 
951. 
oa CPR 37: Primary cotton textile manufacturers’ regulation, May 16, 
51. 
(6) CPR 41: Shoe manufacturers’ regulation, May 29, 1951. 

This provision is applicable to preexisting contracts for future delivery of 
materials as well as to contracts entered into under the particular regulation. 
Such a manufacturer can obtain the adjustment of his ceiling price which the 
Director of Price Stabilization deems necessary to provide appropriate relief. 
Should the manufacturer’s application for adjustment not be acted upon within 30 
days after acknowledgment, he may sell at his proposed adjusted ceiling prices. 

The absence from a particular regulation of a provision validating preexisting 
contracts or providing for upward adjustments of ceiling prices it establishes does 
not prevent a seller or group of sellers from obtaining relief undersection 402 (d) (1). 
Price Procedural Regulation No. 1, revised, provides in article 4 for petitions for 
amendment and in article 5for protests. A petition for amendment is the appropri- 
ate means for presenting a hardship situation to the agency which is of general 
applicability. SR 2 to CPR 8, which validated certain cotton shippers’ contracts 
in effect when CPR 8 was issued, resulted from such a petition. 


MEMORANDUM ON THE BARBER AND BEAUTY PARLOR TRADES 


Under the Defense Production Act of 1950, prices charged by barber shops and 
beauty parlors are subject to price control. This memorandum lists reasons for 
the necessity of continuing control over these prices. 

1. Farber and beauty shop services are a significant factor in the cost of living.— 
For the year 1948, according to the Bureau of Census, there were nearly 92,000 
barber shops, more than 74,000 beauty shops, and in excess of 2,500 combination 
barber and beauty shops in the United States, or a total of approximately 169,000 
such establishments in the United States. The receipts from this combined total 
at that time stood at nearly $845,000,000. As of 1950, dollarwise, such barber 
and beauty shop services absorbed 1.3 percent of all consumer dollars spent in 
that year. 

2. Prices for barhering and beauty-shop services have increased far in excess of the 
general increase in prices in the service trades.—As of December 1950, the last date 
for which there are available complete figures for the service trades, the Consumer 
Price or Cost of Living Index was 178.8, or a 78.8 percent increase over the 1935- 
to-1939 base, which is treated as 100. The index for all services (excluding rent) 
was 152.5. The index for mens’ haircuts at that time was 231.8; for shampoo and 
wave sets in beauty shops 226.5, and for beauty-shop services, 189.7. 

It can be seen from the foregoing figures that barbering and beauty-shop 
service prices have increased far in excess of the general increase in prices in the 
service trades and in excess of the increase in the cost of living. In short, these 
groups are not in an adverse position because of the increase in the cost of living 
for the reason that their prices have outpaced the general increase. The above 
figures indicate that the inflationary pressures in the barber and beauty-shop 
fields exceed the pressures in the Nation generally and, if anything, control over 
them is at least as necessary as for other businesses whose charges enter into the 
cost of living index. If these services are freed from controls it is possible, in 
view of current trends, that the prices for such services will continue on an up- 
ward and unchecked movement, thereby bringing about not only a distortion of 
price control, but also a disproportionate claim upon the consumer dollar. 

3. Barber and beauty shops suffering hardship may apply for an adjustment 
under CPR 34.—If, despite the general price rise in barber and beauty-shop 
services, some individual inequities should exist, CPR 34 makes adequate pro- 
vision therefor. While that regulation keeps services at the December 19, 
1950-January 25, 1951 base period level, nevertheless, under section 20 of that 
regulation relief may be granted by way of an adjustment wherever it is shown 
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that an individual business is suffering substantial financial hardship. Further- 
more, should there be any areas where prices as a whole are too low, it is possible 
to apply for a correction thereof under section 24 of that regulation. Ceiling 
Price Regulation 34, therefore, retains a base-period level of prices in effect 6 
months after the Korean spiral began, but permits revision of prices upward for 
those persons who are experiencing hardship. 


STATEMENT OF WALTER WiLson, PRESIDENT, NATIONAL Usep Car DEALERS 
ASSOCIATION 


F The National Used Car Dealers Association, for whom I am speaking as presi- 
dent, is the national representative of the small independent dealer whose business 
is dependent upon the average wage earner, rather than the man who is able to 
purchase a new motor vehicle. 

It is our firm opinion that this committee should give very thorough considera- 
tion and investigation to the fact of just how much of an emergency this country 
is at present faced with. No one will argue with the position that this country 
should not mobilize to its fullest extent. However, there is overwhelming 
evidence of the fact that the rush and emergency phase of this mobilization exists 
a great deal more because of the fantastic predictions made by Government 
officials in high place rather than true and realistic existing facts. We do not 
see how anyone could contend that the establishment of price controls and 
credit controls have made any contribution toward checking high rising prices 
and various factors contributing to inflation. It is true that consumer credit 
has been materially decreased, but, at the same time, inventories have increased 
by leaps and bounds, particularly in the automobile industry. 

Note should be taken of the fact that, when the Korean crisis arose and this 
Congress had up for its consideration the Defense Production Act of 1950, the 
people of this country and business in general were perfectly willing to accept the 
word of the officials that controls were necessary. As a consequence there was 
very little or no protest on the part of the public. It is quite obvious that this 
same situation does not exist today in the minds of the American people, most 
of whom now read the fantastic predictions by the same Officials as though they 
were humorous jokes. 

The National Used Car Dealers Association has attempted, and continues to 
endeavor, to bring before those bureaus and offices set up by the Congress to ad- 
minister these various controls the true facts and uncontrovertible truth concerning 
the effect and results accomplished through these controls as it applies to the used- 
car industry. We have been met with absolutely deaf ears. It is for that reason 
that we most sincerely hope that this committee will give most serious considera- 
tion to the recommendations to Congress that price and credit controls not be 
extended in connection with the sale and finance of used cars. 

If this committee should determine that it will recommend extension of price and 
credit controls, then we most earnestly urge that you adopt the recommendations 
made by Congressman Patman in putting specific limitations upon credit controls 
as they affect the buying of consumer products. 

We should like to discuss price controls and credit controls as they affect the 
used-car industry. 

PRICE CONTROLS 


First of all, we should firmly establish in our minds what the Office of Price 
Stabilization is attempting to accomplish through the control of prices on the sale 
of automobiles. The purpose and sole purpose is to check inflation. The price of 
used cars cannot affect inflation if the supply is as great as the demand. 

Today the supply of new and used automobiles far exceeds the demands. Until 
the national emergency becomes a much greater crisis than now exists, it is sheer 
confiscation of public property for the Office of Price Stabilization to attempt to 
put specific price controls on the sale of used cars other than the limitation that 
used cars should not be sold for more than their current list price sold new. We 
only concede this limitation because of the apparent hopeless task of having price 
controls removed from new car prices. 

Even with all of the rules and regulations now existing which hamper the produc- 
tion of new cars, yet between the period of January 1, 1951, to May 19, 1951, our 
automobile manufacturers produced 238,305 more passenger cars than during the 
same period of time in 1950, which was prior to the Korean crisis. 
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It is absolutely unrealistic for the situation as it exists today to be viewed in the 
same light as the condition and situation existed in 1940 and 1941, when emergency 
controls, one after another, were coming into being. The situation, as a matter 
of fact, is completely reversed today as it existed in 1940 and 1941. At that time 
automobile prices, new and used, compared to service ability, were at the lowest 
ebb in the Nation’s history. Now automobile prices compared to service ability 
are at the highest level in history. In 1940-41, incomes generally were at the 
lowest ebb in history. Now incomes are the highest ever know in the history of 
this country. From 1941 to 1946 incomes went up by leaps and bounds. There 
wasn’t much to buy so surplus cash accumulated. The need for automobile 
transportation rose tremendously in certain sections of the country. Supply was 
short, cash was plentiful, consequently the increase of prices of automobiles was 
inevitable. 

Today prices on all of the necessities of life are at a peak. Even though incomes 
are at a peak also, living costs and taxes are so high that it actually makes it 
impossible for the average early-age wage earner to save any money. Conse- 
quently, there is very little surplus cash in the hands of the workers. It is self- 
evident that wages cannot go higher without inevitably increasing living costs. 
Thus, under present conditions, even with what cash there is available, the over- 
whelming supply of motor vehicles on the market today makes it virtually impos- 
sible for used-car prices to go higher than they are at this time. Consequently 
there is absolutely no reason why there should be price controls on the sale of 
used cars. 

Except for the short period of demand caused by the Korean crisis when it 
first began, the prices of used cars have steadily declined since the first part of 
1948, and with the production of new automobiles continuing to gain, the prices 
of used cars would have inevitably decreased whether there were controls or no 
controls. As a matter of fact, there can be no question but what the alarming 
announcements and predictions by Government officials since the Korean crisis 
began, are far more responsible for increase in prices or the holding of the line 
on prices than has been the question of short supply. Even in spite of all of these 
alarming announcements and predictions, the present prices of used cars and new 
cars also, are all lower than the present ceiling prices established by recognized 
guidebooks. There is possibly one exception to this statement, that being the 
Cadillac, which is in short supply as compared to the demand due to the fact that 
the Cadillac automobile has never been set up to be manufactured on a fast 
production basis. 

It is an established and recognized fact that at least 95 percent of the present 
automobiles which have been produced are owned by the public in general. 
Therefore, it is self-evident that, if a specific price control is placed on used cars, 
it either prevents the man who owns a good used car from selling if the ceiling is 
too low, or drives him into a black market, whereas the man who owns a used car 
in bad condition is tempted to sell because the ceiling is actually higher than his 
used automobile is worth. In other words, specific price control limits the supply 
of good used cars on the market, whereas it encourages and increases the actual 
market value of bad used cars. This is not a prediction by any means. It is a 
fact completely based upon experience and the history of price controls during 
the last emergency. 

The price of the new car is determined by its cost of manufacture in conjunction 
with its supply and demand. In times of short supply of motor vehicles, the cost 
of manufacture is the prime factor in determining its price to the retail purchaser. 
The price of the used car is determined by its condition at the time of the sale in 
conjunction with its supply and demand. In time of short supply of used cars, 
the condition of the motor vehicle is the prime factor in establishing the market 
value and the price to the retail purchaser. 

Due to the fact that the sale of used cars is also controlled by regulation W 
administered by the Federal Reserve Board, who has seen fit to very drastically 
limit credit terms upon which motor vehicles may be sold, and have also adopted 
recognized guide-books in establishing values, the combination thereof creates 
within itself a specific price-control system on the sale of used cars. In other 
words, there already exists specific price ceilings on the sale of used cars which are 
governed both by the regulations of the Office of Price Stabilization and by credit 
restrictions of the Federal Reserve Board. 

As we have stated before, not withstanding the innumerable predictions that 
the production of new motor vehicles would be drastically curtailed during the 
year of 1950, the production record was the highest in the history of this country. 
This tremendous volume of production has created vast inventories of motor 
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vehicles upon the market today. It is only logical to assume that so long as there 
exists even a small flow of production of new motor vehicles, there would be no 
shortages on the market for an indefinite time to come, and, consequently, no 
normal reason for increase in the prices of used cars. The present depressed 
condition of the used car market caused by these excessive inventories and the 
drastic credit restrictions, have created severe hardships and burdens on the 
worker in the lower income bracket for several reasons. The first reason is that 
for the most part this purchaser has bought for transportation purposes and the 
utility of his car rather than for the model and luxurious use. He buys the latest 
model that he can afford. He uses it until wear and tear and excessive upkeep 
cause him to purchase another for his needs. The car he has been using has depre- 
ciated drastically in value as compared with the newer models coming out. He 
no longer can buy on the same credit terms upon which he bought the other car. 
The soaring increase in the cost of living and the low trade-in value of his old 
car has now made it impossible for him to have the means for making the down 
payment, yet his need for the transportation is just as pressing as it was before. 

It should be borne in mind that when there is a roll-back in the price of used 
cars, it is nothing whatsoever but confiscation of that amount of value in the 
public’s possession. Because of the nature of the used-car market and the fact 
that the vast majority of used automobiles are in the possession of the public, 
coupled with the fact that the used car is a liquid asset with readily marketable 
value in the hands of the owner, the decrease in price and value of used cars is 
a drastic penalty upon the public and of far greater consequence than upon the 
used-car dealer or the franchised new and used car dealer. 

The customer buying the used car to go back and forth to his defense job is 
looking for transportation rather than style. A 1946 model may be a very low 
mileage “‘school teacher’s”’ automobile, while a 1948 model may have been subject 
to the abuses attendant to the duties to which it was put by its owner, or to the 
abuses of a neglectful and careless owner. Specifie dollar-and-cents regulations 
would reflect that the 1948 model would be of greater value than the 1946 model, 
whereas, the existing conditions and potential utility of the two models prove to 
be the contrary. Frankly, up to this time no one has been able to propose a 
truly practical solution to this problem in establishing price controls on the sale 
of used cars. 

It is self-evident from the conditions of the used-car market today that there 
exists actually no reason for placing ceiling prices on used cars. There is no 
evidence of overspending or excess prices being paid in the purchase of used cars. 
The essential materials that they contain have already been fabricated and 
patterned for use. Consequently, there is no drawing of supply of war material 
to impede the defense effort. 


CREDIT CONTROLS 


Much of our argument which we have heretofore presented under the topic of 
price controls would apply to credit controls insofar as necessity for their establish- 
ment at this time in the economy of this country. We, therefore, should like to 
direct our remarks to the committee on the assumption that, in the event this 
committee does decide to recommend to the Congress that credit controls be 
extended, then the National Used Car Dealers Association most earnestly requests 
that this committee recommend the adoption of the limitations prescribed by 
Congressman Patman in his press release on May 29, at which time he suggested 
the following safeguard should be written into the bill if it contains credit controls: 

“1. Credit terms for commodities covered by regulation W = shall be based 
on the maximum retail sales price as established by the OPS, with the following 
limits: 

“(a) Commodities with a ceiling price of $1,000 or less shall require down 
payments of no more than one-third and the length of repayment shall be set 
at no less than 18 months. 

“(b) Commodities with a ceiling price of between $1,000 and $1,800 shall 
require down payments of no more than one-third and the length of repayment 
shall be set at no less than 21 months. 

“(c) Commodities with a ceiling price of more than $1,800 shall require down 
payments of no more than one-third and the length of repayment shall be no 
less than 24 months. 

“92 On all commodities covered by regulation W, trade-ins shall be considered 
a part of the down-payment requirement. 

“3. A committee composed of representatives from all industries affected 
by regulation W shall be set up to consult with the Federal Reserve Board in 
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arriving at credit terms and determining the administration of the controls. 
No rules shall be established, terms set, or changes made without prior consulta- 
tion with this committee.” 

We are cognizant that no part of Government should be more thoroughly 
versed in what constitutes inflation in an economy than the Governors of the 
Federal Reserve System. However, the factors actually contributing to inflation 
become an entirely different matter. Our point at issue here is that the used 
car must be dealt with separately and apart from other consumer items. No 
consumer item has a truly similar position in our economy to that of the used ear. 

The used ear is a readily marketable item which is tantamount in character to 
money itself. It changes ownership more times during its life than any other 
consumer item. It has at all times a ready loan and sale value determined by each 
individual car itself. The model and age are only factors involved in determining 
the value, but far from being the only factors that must of necessity be considered. 

That which contributes to inflation is something that causes prices to rise in 
the economy, thus making necessary the issuance of additional currency. In a 
few words, a state of inflation is too many dollars on the one hand and not enough 
goods on the other. 

Then, we must consider, does the rising in price of used cars increase the rise in 
prices in the economy. First, let us see what other products are affected by the 
rise in prices of used cars. The rise in price in the used car doe snot affect the price 
of the new ear, while the converse of that is true. In other words, the price of the 
new cars, in the same manner as 99 percent of the other consumer goods, is gov- 
erned by production costs. If the price of the new car is increased through pro- 
duction costs, then the increase is of a permanent nature and supply and demand 
has nothing whatsoever to do with the increase. That type increase is the type of 
increase in price that contributes to inflation in an economy, because you have by 
necessity been forced to raise the price, not because the car was in short supply, 
but because of actual production costs. You will have the same car and trans- 
portation, but additional money has to be secured from some source to manu- 
facture it. 

When the car is in its completed state it has two values. One, its true value, 
which must be based upon its life of use. That value now has been inflated to the 
extent of the rise in its production cost because its useful purpose has not been 
extended. Once the car has passed from the manufacturer to its first purchaser, 
then it develops for the first time a market value, which is no longer based on 
production costs alone, but upon supply and demand in conjunction with its 
useful value. 

If the first purchaser bought it to use throughout its life of use, he would not be 
hurt even if the market value of the car continued to rise because of short supply 
just so long as he could go back and buy a new car for a value based on production 
costs, which is the only value by which the manufacturer passes his product on to 
the market. Anv increase of production cost is inflationary because you get the 
same transportation which is the only thing that you buy anyway. 

Now, is the rise in price of used cars inflationary and a contributing factor to 
inflation of the dollar? It does not and cannot contribute to inflation of the dollar. 
The rise in price of the used car can never be a factor calling for the issuance of 
additional currency. The price will rice as the supply diminishes, but the price 
will never find a market where it exceeds the transportation value of the vehicle, as 
this value can only be properly determined by the three individuals involved, 
the seller, the purchaser, and the person financing the transaction. 

When a purchaser buys a used ear, he has done nothing but changed his money 
into a usable item. It takes currency out of circulation and reduces purchasing 
power. We must bear in mind that market value is a true value and the most 
inflationary act any economy can do is to try to create a false market value. The 
transportation value of the used car truly and soundly is much higher and con- 
tinues to be higher as supply and useful value diminish. We must not confuse 
the effects of a rise in market value with the effects of a rise in price in manu- 
facturing or production costs in bringing the item into useful being. The latter 
is inflationary and does contribute to inflation in the economy. 

We must bear in mind that about 99 percent of all consumer items have a 
market value which is based on actual production costs. Any rise in cost to 
bring the item into being without compensating value of use is inflationary. 

When used-car prices were referred to as being highly inflated in 1947, this did 
not mean inflation of a dangerous character to the economy of the country, even 
though at one time good 1941 models were selling in excess of new 1946 models. 
What was a highly inflationary factor that did effect the economy was the increase 
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in price of the new 1946 models over the new 1942 models. This increase was 
almost double and was a forced increase not by supply and demand, but by 
production costs. A car is today a necessity for the average man. He must 
buy according to his ability. The institution of credit terms does not decrease 
the demand but for a very short period. It only diverts the demand, which very 
quickly finds its status and continues its course in the market with credit controls 
having actuallv no effec{ whatsoever. 

It would seem to us that, with recognizing the fact that great surplus of money 
is being poured on the market and, with used cars as a necessity, it would be far 
more logical to leave credit terms whereby the purchaser could be using this sur- 
plus to buy needed transportation rather than having him either divert this 
surplus into channels which directly affect production costs or save for a day when 
this purchasing power can be even more devastating to our economy. 

It is the position of the National Used Car Dealers that even if the Governors 
of the Federal Reserve System do contend that the increase of prices of used cars 
does contribute to inflation in the economy, there was no necessity for the imposi- 
tion of amendment No. 1 reducing credit terms on the sale of used cars. 

With the outbreak of the Korean War, for a period of 10 days there was a sharp 
increase in the price of 1950, 1948, and later models, but not so as to 1949 models. 
Then, for 10 days in July, there was a sharp decrease in 1950, 1948, and later 
models. Then, with our war picture getting darker and full war looking more 
certain and freezes being predicted, the price of 1950 models soared to new highs 
until about the end of the first week in August. The 1948 and later models rose 
some but not nearly so sharply as the 1950 model. With the military picture 
looking much brighter, 1950 models began a very sharp decline in price, which 
continued up to the anrouncement of Regulation W being put into force. Then 
the prices went up, but very little, during the interim marked by the announce- 
ment of the terms and their effective date. The same applied to 1948 and later 
models. After the terms became effective in mid-September, all models continued 
to fall in price until mid-October, at which point the price levels of all models were 
below any price level to which they had reached any time during the year. 

The above facts prove one thing, that the institution of amendment No. 1 was 
unjustified insofar as the sale of ‘used cars was concerned. 

The biggest reason why credit and price controls can never be effective in regu- 
lating the price of used cars, when they are in short supply, is that the market 
price is no longer set by the automobile dealer. It is set by the public who owns 
all but an infinitesimal number of cars on the market. There is no way to control 
price of an essential item in short supply when that item is in the hands of the 
consumer himself. Unfortunately, the automobile is both essential and is a 
marketable item of an entirely different nature than any other used consumer 
goods. 

Many subterfuges were resorted to between individuals upon the sale and 
financing of used cars during the last period of short supply primarily because of 
income taxes rather than other controls. With all the controls in full force and 
effect, the price of used cars steadily rose from the latter part of 1943 up until 
their useful life no longer existed. During the year of 1946, 1942 model cars rose 
beyond the list price of 1946 new cars. However, with increasing supply and 
diminishing life, the 1942 model steadily lost ground from the first part of 1947 
until the first part of 1948, when it had a slight increase, which was quickly over 
and the downward trend started again, which continued until the institution of 
amendment No. 1, which caused its price to rise appreciably, and up to this time 
is still holding its own even though its normal life will expire next vear. 

It is a conceded fact that most of the purchasers of used cars are composed 
of the middle- and low-salaried class. Credit controls divert their purchasing 
power to the older and cheaper car which in turn, due to demand, increases the 
market price. Soon it will become an even more serious problem for this group 
because the average life of an automobile is 10 years. Next year will wipe out 
the average life of the prewar car. The postwar car has only about one half of 
its life spent. The manufacturers’ price was almost double that of the 1939 when 
it was sold new. In 1949, 9 year-old used car prices were equal to 1l-year-old 
used car prices in prewar years. To force this group above-mentioned into this 
market just eliminates his purchase of the car because of price and restricted 
terms. Actually, one can readily see that, with the life of used cars on hand, 
even if supply stopped, it would be 5 years before these cars began to exhaust 
their life of usable value. 

Certainly in the absence of rationing 1t is only fair to conclude that this group 
shall be permitted to receive an equal break in purchasing the remaining trans- 
portation value of these vehicles. 
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* Since our hearing before the watchdog committee on December 11, 1950, we 

have been gathering statistics to bolster our contentions set forth in our petition 

and brief with particular emphasis on the fact that the prices of older-model cars 

have had an abnormal increase in price since amendment No. 1 to Regulation W 

caused by the purchasers in the lower-income bracket being forced to buy the 
prewar type of automobile because its price was and is about the only one they 
are able to purchase under the allowed 15-month terms. Thus, the demand for 
the prewar and older-model cars has been heavily increased, which has driven 
the price up on the old model such as the 1941 and 1942, whereas the new models 
have declined rapidly from the price that existed when Regulation W was orig- 
inally put into effect. We seek also to add strength to our position to prove as 
accurately as possible that many of this group have been eliminated from the 
used-car market entirely. 

We mailed out questionnaires to automobile-finance companies throughout the 
country, together with other requested data from the entire membership of the 
National Used Car Dealers Association. 

And from these statistics we arrive at these conclusions: 

(a) The amount of down payment today on prewar model cars is somewhat 
above in dollars what it was prior to the October 15 amendment, but percent- 
agewise it is somewhat lower, as prior to the amendment the average down pay- 
ment amounted to approximately 50 percent of the purchase price, whereas, 
today the down payment on these prewar cars is 33'4 percent, -vet in dollars it is 
more than when the amendment was put into effect. 

(b) The deferred balance on prewar cars today averages between $50 to $100 
more than the deferred balances carried on these cars prior to the October 15 
amendment. 

(c) The terms required on prewar cars on contracts prior to the October 15 
amendment averaged between 10 and 12 months, whereas, today they average 
the maximum allowed of 15 months to pay out. 

All of these unhealthful conditions are the direct result of the greater part of 
the buying market for the used car, of having been forced to buy the old-model 
car, as well as a great portion of them being driven from the market entirely. 

With the mobilization effort being stepped up and the car becoming more and 
more essential to the wage earner and defense effort, and with the cost of living 
continuing to rise, and with additional taxes being imposed on the wage earner, 
this condition is becoming a menacing problem to the very backbone of this 
Nation, its workers, and their ability to produce. 

The only thing that these restrictive terms have accomplished is to divert the 
market creating a hardship on that group of American citizens who can least 
afford the additional burden. That burden is steadily becoming more acute 
and, unless Congress recognizes this situation and acts to correct it, the results 
can be more than just critical. 

We should like to call the committee’s specific attention to particular testi- 
mony given at the hearings before the Joint Committee of Defense Production 
December 6-11, 1950, inclusive, parts of which we here take the privilege of 
quoting. 

(1) The American Finance Conference, made up of 350 companies and approxi- 
mately 1,300 home and branch offices throughout the United States (P. 161): 

‘“* #* * The installment seller or credit agency always relates the amount of 
the debt and the rate of repayment to the income of the debtor. The average 
installment buyer knows, as does the creditor, that he cannot pay out more than 
25 percent of his gross monthly income upon installment contracts. Further- 
more, the debtor himself knows the limits of his ability to pay his obligations and 
rations his debt accordingly. Translated into terms of the average installment 
buyer’s thinking, this means that he cannot pay upon his total installment con- 
tract obligations, more than a week’s wages. 

‘And what is this weekly wage at the present time? According to data compiled 
by the United States Labor Statistics, in August of this year, the average weekly 
earning of the employees in all manufacturing before taxes was $60.28. For 
d irable-goods section of that group this average was $64.09, and for the non- 
d irable-goods group, the average was $55.78. Under existing rates at least $5 
per week of this total goes for taxes. 

“The time sale delivered price of the average low-priced new car ranges from 
$1,800 to $2,000 including insurance cost and finance charge, depending upon the 
s ction of the country in which the unit is sold. (Higher prices prevail on the 
P icific coast because of freight cost.) If we take the $1,800 figure and deduct 
tierefrom the one-third down payment of $600 and require that the balance 
of $1,200 be paid in 15 months, the minimum monthly payment is $80. 
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“In terms of the current prices of automobiles, these facts mean that the 
average industrial worker cannot meet the monthly payments of from $80 to 
$100 per month required to purchase even the lower-priced new cars under the 
present 15 months limitation on credit, since the average industrial worker now 
earns approximately $55 per week after taxes. 

“Such a payment would require 144 weeks’ income of the average industrial 
worker, and this he cannot pay while taking care of his other family obligations. 

“Therefore, the practical result of the regulation is that this industrial worker 
has to grade downward materially the quality of the automobile transportation 
purchased, in order to buy cars which will fit into his ability to pay his monthly 
payments. The data already submitted to your committee by dealer groups show 
that this change has been taking place. The data on sales finance company oper- 
ations confirm the trend also.” 

(2) The Honorable John A. Carroll, Representative from Colorado (pp. 164- 
165): 

“T realize that this is a very difficult problem to resolve to the satisfaction of 
everyone concerned. However, this regulation so directly involves the livelihood 
of many thousands of employees in the automobile industry that its effects should 
be given the most careful consideration by this committee. I am confident that 
you will give full and fair attention to the statements of Colorado automobile 
dealers in your work on this problem * * *.” 

(3) The Honorable Henry C. Dworshak, United States Senator from Idaho 
(p. 162): 

“T am sure members of this committee, during this hearing, have heard various 
aspects of this problem discussed fully; so I shall not go into detail. 

“However, I do want to stress that it seems entirely unjustifiable to invoke con- 
trols which will cause dislocation in the automobile industry, beginning at the fac- 
tory and going through the dealers to the ultimate purchasers of these cars, both 
new and used. 

(4) The Honorable Homer E. Capehart, United States Senator from the State of 
Indiana, in questioning Walter Wilson, president of the National Used Car Dealers 
Association (p. 145): 

“Senator CAPEHART. You recommend straight 24 months, rather than what 
these gentlemen recommend? 

“Mr. Witson. The recommendation is here, and I shall read it * * = *,” 

“That the following paragraph be added to section 709 of the Defense Produc- 
tion Act of 1950: 

“Provided, however, That the installment terms on the sale of used cars shall 
not be made more restrictive than one third down payment on the sale price 
and 24 months to pay the balance, provided that the installment terms shall 
never be made so restrictive so as to affect the ability of the low-income group to 
purchase said used cars on installment basis. That said price controls as author- 
ized in said act shall never apply to the sale of used cars.”’ 

(5) The Honorable Chet Holifield, Representative from the State of Cali- 
fornia (p. 19): 

‘‘Many of our cars in the past were sold to the workers out there on 24- and 
30-month payments, and it has been successful. It is an established practice 
among industrial workers to buy on a 24- to 30-month basis, so if a fair adjust- 
ment could be made I believe it would alleviate for the time being the hardships 
that are being caused in most instances, and it would also give the workers a 
chance to buy automobiles to get to and from work, which is absolutely necessary 
in these areas where they do not have public transit facilities, as you have in the 
eastern cities. 

(6) The Honorable Ralph Harvey, Representative from the State of Indiana 
. 28): 

‘“*k * * My purpose in reciting these figures to you is not merely to sub- 
stantiate the fact that the retail automotive business is suffering a severe cur- 
tailment of its activities. That fact is well-known and indisputable. I am more 
concerned with the hardships apparently in store for the motoring publie and for 
the many commercial activities whose welfare is closely identified with that of 
the great automotive industry. 

(7) The Honorable Wright Patman, Representative of Texas, while question- 
ing Senator Dworshak of Idaho (p.p 162-163): 

“* * * Senator, I would like to make one observation, since you are so 
interested in this. 

“We have discovered that the Federal Reserve Board, at least, I am con- 
vinced, has acted arbitrarily in absolutely refusing to carry out a clear and un- 
mistakable mandate of Congress. 


(p 
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“We wrote into this act, section 709 of the Defense Production Act of 1950, a 
provision that before these credit restrictions would be imposed, that the people 
affected and involved would be consulted. 

“* * * Then we look into the Federal Reserve Board and we find for 
administration purposes they are under no obligation to the Congress. They tell 
us to just go anywhere they want to. It is only in cases where amendments to 
the law are involved that they have any reason to be interested in what Congress 
is doing. 

“They are not connected with the executive department of our Government. 
They have finally—I don’t say, wiggled themselves out; they didn’t do it; they 
might have had something to do withit; but Congress permitted the Federal 
Reserve Board to get out from under either the legislative, the executive, or the 
judicial branches of cur Government. They are not under any one of them. 

“They can do what they want to. They are not directly or indirectly responsi- 
ble to the people, as they should be in a democratic country. That is due primarily 
to the fact that back when our national debt was probably $20,000,000,000 and, 
the Secretary of the Treasury wasn’t even attending the Federal Reserve Board 
meetings, and neither was the Comptroller of the Currency, somebody suggested, 
‘just take them out,’ and they were taken off, without any objection without any 
debate in either the House or Senate. 

‘Now, we have a national debt of $260,000,000,000. It occurs to me that 
somebody should be on that Board who is directly responsible to the people, in 
that they are selected by the President, who is elected every 4 years, and he is 
obligated to the people. 

“Commencing in January, I am going to give some attention and thought, and 
I hope you do, to changing this Board. I don’t know whether there should be 
a majority that is directly responsible to the executive and legislative branches of 
the Government or not. Possibly a majority should be with the Federal Reserve 
Board; say, four; but three certainly should be directly responsible to the Con- 
gress and the President of the United States. 

“The greatest power of all is not in the Federal Reserve Board, as such. It is 
in the Open Market Committee, as you know; and the Open Market Committee 
is composed principally or at least a large number of them, of a membership of 
the private banks; people selected by the private bankers, who are interested in 
commercial banking, as distinguished sometimes from an interest they would 
consider purely public interest. 

“That Open Market Committee should be looked into as well as the Federal 
Reserve Board, because the attitude of the Federal Reserve Board in this is just 
a sample of what they will do. 

“Tf they will right here, on the first jump, just defv Congress, and do some- 
thing that is clearly in opposition to what Congress said, there is no telling what 
they would do if they had the power. 

“So now is the time to stop them and do something about this Board, and 
especially the Open Market Committee. 

“T hope you give some consideration to that, Senator. 

“Senator DworsHak. I share your sentiments along that line, Congressman 
Patman. I think it would be a very inappropriate time to permit this Board, 
or any other executive agency in the defense to defy any mandate of Congress 
te ae 

(8) Walter P. Reuther, president, United Automobile Workers, CIO (pp. 
53-54): 

‘x * * The Federal Reserve Board move on the little fellow with its 
Regulation W and they price him out of the market, and that is supposed to be 
the method by which they minimize the amount of purchasing power, the amount 
of consumer credit, and therefore they will alleviate some of the pressure on the 
cost-of-living index. 

‘Representative Brown. I made the statement yesterday that if you made it 
18 months instead of 15 months, I did not think that it would affect inflation at 
all. What do you think about that? (Emphasis ours.] 

“Mr. Reuruer. Of course it would not. The point is that if a fellow buys a car, 
and he pays down, say, $200, and he has got, let us say, $1,800 to pay—let us 
just use those figures. If he pays it off over a period of time, while he is making 
those payments, that is eating up his purchasing power. ‘That is not inflationary, 
and the real measurement is how much more purchasing power does the absence? 
of Regulation W permit to come into being. It is 2 percent, and that 2 percent 
is not an important factor, and that is why I want to point out to vou that while 
the Federal Reserve Board puts on consumer credits in the form of Regulation W 
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and Regulation X on housing, they do not put on bank credits, and bank eredits 
are the source of the real pressure with respect to causing higher prices. 

“The whole idea is wrong, and these fellows ought to be made to understand 
it is basically incorrect. 

“Senator Capenart. There is no question but what they did eliminate the 
man on a limited income from buying an automobile. That is as obvious as 
my big nose. 

“Mr. Revutuer. I think 18 months is too short. I do not know why you 
cannot go back to 21 months. The point is you are dealing here with an essential 
commodity the people need. They are not luxuries. 

“Senator CAPEHART. That is why I was opposed and wanted to eliminate 
regulation W after World War II.” 

In coneluding this argument, we should like to emphasize the fact that with 
these short terms becoming increasingly burdensome to the groups of our citizens 
that this honorable committee should in all things separate the consideration of 
the sale and financing of used cars from all other commodities and that specific 
limitations be placed on credit controls, 

Respectfully submitted, 

NATIONAL Usep Car DEALERS ASSOCIATION, 
By Wa.rerR Witson, President. 


STATEMENT OF H. R. Nortruup, Executive VicE PRESIDENT OF THE NATIONAL 
Retain LuMBER DEALERS ASSOCIATION 


On May 23, 1951, the Board of Directors of the National Retail Lumber Dealers 
Association meeting in Washington, unanimously adopted a resolution establishing 
the policy of the association on the proposed extension of controls. This state- 
ment of policy reads as follows: 

“The direct regulatory. controls imposed by the Federal Government for the 
announced purpose of controlling prices, wages, inflation, and production are 
failing in that purpose. 

“These controls, put into effect against the advice of industry, are failing 
because pressures from many directions have not only made them unworkable, 
but also actually harmful. It is an accepted fact that one segment of the economy 
cannot be regulated unless all segments are controlled. 

‘*Wages are not being effectively controlled, and the price regulations now in 
effect are unworkable. Many of the production restrictions are unnecessary and 
impractical. The net result is an economy needlessly disrupted, while a para- 
mount enemy—inflation—remains unchecked. 

“Since there is no evidence that regulations, such as price and wage controls, 
can or will be made to operate successfully, we strongly urge that no further time 
be wasted in trying to accomplish our purpose by these means. 

‘*Because it is imperative that defense production be expanded, the civilian 
economy maintained, and inflation restrained, we strongly recommend the 
adoption of the program of sound fiscal policy which has been advocated all 
along by business organizations and business leaders.” 

This statement represents the views of the many thousands of lumber and build- 
ing materials dealers throughout the Nation and was adopted by the board of 
directors after a thorough and lengthy discussion of the entire subject of controls. 
The discussion was completely objective and centered around the administration 
and effect of present and future controls on the general economy rather than their 
effect upon retail lumber dealers. All are in agreement that it is necessary to build 
a strong defense against communistic aggression and that everything necessary for 
an adequate defense and maintenance of a strong civilian economy must be 
provided. 

Price, wage, and production controls implementing the Defense Production Act 
of 1950 have now been in effect for several months. We have seen certain groups 
escape control, and continue to make demands, inflationary in character, which 
increase the costs of production, while other groups and segments of economy are 
under strict control and regulations. We have experienced many regulations and 
orders which have needlessly disrupted and hindered production in an otherwise 
healthy and productive economy. We have seen no effective effort to attack in- 
flation at its source, but have heard the arguments of various groups that inflation 
can be restrained by the use of direct controls alone. This argument has proven 
fallacious. We still have price and wage increases, thereby adding fuel to the fire 
of inflation. We still have excessive Government spending on nonessentials. The 
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only reasonable conclusion that can be drawn from experience is that direct price, 
wage and production controls are not the answer to the present problems. 

An expansion of production of materials necessary for defense and to maintain 
our civilian needs is necessary and this can best be accomplished without direct 

controls. In fact such controls hamper and impede production and disrupt 
orderly distribution at a time when it is most needed. By this we do not mean to 
infer that there should be a “business as usual’”’ program. Neither do we contend 
there is any “easy”’ solution for all of our present problems. 

Control of the sources of inflation is a difficult task and Congress has a gigantic 
responsibility in its present consideration of proposed amendments to and exten- 
sion of the present law. A realistic approach to the problem would be to avoid a 
continuation of deficit spending which is, in itself, inflationary. We should adopt 
& pay-as-we-go policy in government. Also, those expenditures which are not 
necessary for defense, and for an efficient continuation of the necessary functions 
of government, should be eliminated. Many projects which are desirable and 
which would in ordinary peacetime be worthy of careful consideration, should now 
be shelved until later. — 

Every stimulus and encouragement should be given to bring about a productive 
capacity which will be equal to the demands placed upon it. Nothing should be 
done to prevent or to hamper this accomplishment. 

A reaiistic program to encourage savings and to curtail unnecessary expansion 
of credit is the essence of the attack upon inflation. 

An extension of the present controls would only add to the confusion now 
existing, would curtail and impede the production we are attempting to attain, 
and would tend to create artificial scarcities in a period of plenty. 

There is presently no shortage of lumber. Recent announcements by the 
steel companies are to the effect that there may soon be a surplus instead of a 
shortage of steet. An investigation by your committee would undoubtedly re- 
veal that this condition exists in most instances. In view of this fact, it is difficult 
to determine how demands for an all-out control program can be justified at this 
time. 

Turning for a moment to 8. 1397, now under consideration, you are, of course, 
familiar with the provisions calling for broad and extensive additional powers, not 
contained in the Defense Production Act of 1950. It is alarming that such 
powers are being requested disguised as defense measures. It would be more 
alarming if any of such powers were authorized by Congress. 

We have confidence in the representatives of the people of this country and do 
not believe that such far-reaching and dangerous legislation will be approved. 

In conclusion, the retail lumber and building materials industry urges you to 
permit the present direct controls to expire and to approve only those measures 
which will stimulate and encourage production and which will realistically and 

effectively restrain inflation. 












STATEMENT oF H. L. BoititumM, REPRESENTING THE AMERICAN TRANSIT 


ASSOCIATION 








My name is H. L. Bollum. I am president of the Springfield Street Railway 
Co. which furnishes local transit service in Springfield, Mass., and vicinity. 
I appear before you today as president of the American Transit Association of 
292 Madison Avenue, New York 17, N. Y., to express the views of members of the 
association with respect to the proposal to amend the Defense Production Act ot 
1950 which, in paragraph (v) of subsection (e) of section 402, now provides that 
transit fares shall be exempt from the act’s price-stabilization provisions. 

The American Transit Association is a voluntary trade association whose 
operating member companies transport more than 80 percent of all persons using 
local transit facilities in the United States each year. Rapid transit cars, street- 
cars, motorbusses, trolley coaches or various combinations thereof are used by 
these companies in transporting persons in cities and towns of various sizes 
throughout the United States, including ail of the major cities. 

Thirty-five of the approximately 1,400 transit systems operating in the United 
States are publicity owned and operated, including those systems which serve some 
of our major cities such as New York, Chicago, Detroit, Cleveland, Boston, 
San Francisco, and Seattle. 

The rates of fare of privately owned transit companies are without exception 
strictly regulated either by the Interstate Commerce Commission, by a State 
commission, or by a municipality and such regulation also generally includes. 
control over the quantity and the quality of the service operated 
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Except for Metropolitan Transit Authority of Boston, which must submit its 
proposals for fare changes to the Massachusetts Department of Public Utilities 
for approval, publicly owned and operated transit systems are not requ red to 
cubmit their proposals for higher fares to any independent Government agenev 
having jurisdiction to approve or disapprove them. However, the officials who 
have final responsibility for determining the fares of these publicly owned and 
operated transit systems, like the members of all regulatory commissions, are 
either elected by the public or appointed by elected officials. Therefore, the 
public interest is given the same careful consideration in fixing the rates of fare 
of publicly owned and operated systems as it receives in cases involving the fares 
of private companies. 

If privately operated transit companies are required to give notice of their 
applications for higher fares to the President or to an agency such as the Office 
of Price Stabilization and to consent to the timely intervention by such agency 
during the hearings on applications, it will result in further delays in the procedure 
for hearing such cases at a time when serious delays are already being experienced 
by many companies. It is not unusual for from 6 to 8 months to elapse between 
the time that an application for a transit fare increase is filed and the date upon 
which the higher fare is permitted to be made effective. For example, the appli- 
cation for higher fares filed by Pittsburgh Railways Co. on November 19, 1948, 
to become effective December 20, 1948, finally became effective on November 
23, 1949. The same company, in a subsequent case filed January 4, 1950, waited 
until August 11, 1950, for final approval to make the increase effective. Capital 
Transit Co., of Washington, D. C., likewise filed an application for a fare increase 
on January 11, 1950, and the increase was not approved until June 28, 1950. 

These delays, plus the fact that in many cases the regulatory agency has granted 
only a portion of the fare relief sought, have caused the revenues of many com- 
panies to lag dangerously behind increasing labor, equipment, and material costs 
which become effective immediately or even retroactively in the case of wages. 

If those responsible for the successful operation of publicly owned and operated 
transit systems are prohibited from increasing fares without the approval of the 
Office of Price Stabilization, it will not only be an unwarranted usurpation of 
power by the Federal Government but it might threaten the very existence of 
such systems since the charters under which some of them were created make it 
necessary that they be operated on a nonprofit but self-sustaining basis. © This 
means that the officials in charge of such systems must increase fares when in- 
creased costs make it necessary in order to avoid deficits. It is most unsound to 
substitute the judgment of OPS officials in the matter of fares for that of local 
officials who are thoroughly informed as to the facts and are responsible to the 
publie for the successful operation of the systems. 

During World War II and the period which immediately preceded it, few 
transit systems found it necessary to make application for fare increases due to 
the increased transit riding, particularly during the period when restrictions were 
placed on the use of private automobiles. 

The chart attached as appendix A shows the trend of passenger traffic of the 
industry since 1939. You will note a steady decline since VJ-day with riding 
now at about the 1941 level. This rapid decline has made it necessary for most 
transit companies to increase fares on one or more occasions since VJ-day. 

The table attached as appendix B shows the results of financial operations 
and return on investment for the industry during the period 1933 through 1950. 
You will note that since 1946 the industry’s operating revenue has remained 
fairly constant but its rate of return on investment has declined despite increased 
fares since labor and other costs have shown such a rapid increase during this 
period. Labor costs now represent almost 60 percent of the industry’s operating 
revenues, vet the Wage Stabilization Board is about to schedule hearings before 
a public panel on the question of whether transit wages should remain subject 
to its wage stabilization regulations since transit fares are now exempt from 
price stabilization by OPS. Of course, labor costs should be stabilized, as fares 
already are strictly regulated. 

Unless costs can be effectively stabilized it appears that this essential industry 
will require further fare increases in the near future since the present prospect 
for increased traffic is not generally encouraging under present conditions of 
large-scale automobile production and usage. 

We sincerely believe that present regulatory procedures afford ample protec- 
tion against unwarranted fare increases of an inflationary nature. Therefore, 
we urgently recommend that paragraph (v) of subsection (e) of section 402 of 
the Defense Production Act of 1950 be left unchanged. 


83473—51—pt. 2——-42 
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APPENDIX A 


TREND OF TRANSIT TRAFFIC, 1939-1951 
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DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


STATEMENT OF INTERCOASTAL STEAMSHIP FREIGHT ASSOCIATION AND ATLANTIC- 
GuLF CoAstTWISE STEAMSHIP FREIGHT BUREAU 


I. THE PRESENT LAW 
Under the present law, rates charged by ‘‘any common carrier or other public 
utility” are specifically exempted from the authority of the Office of Price Stabili- 
zation. However there is a prdviso that no common e¢arrier or other public utility 
shall make any increase in its charges for property or services sold by it for resale 
to the public unless it first gives 30 days’ notice to the President or his designated 
agency, and consents to the timely intervention of such agency before the Federal, 
State or municipal authority having jurisdiction to consider such increase. The 
qualifying phrase ‘‘sold by it for resale to the public” is generally considered as 
applying only to charges of certain types of public utilities, and to have no 
application with respect to common carriers. 
































Il. 





THE PROPOSED AMENDMENT 


The proposed amendment would change the existing law in the following 
respects: 

1. Maximum rates of common carriers and public utilities which are not 
subject to control by a Federal, State, municipal or other public regulatory 
authority would not be exempt from price control. 

2. The present statutory provisions with respect to the giving of 30 days’ 
notice to the President or his authorized agency, and consenting to that agency’s 
intervention before the governmental authority having jurisdiction over proposed 
rate increases, would, under the proposed amendment, apply with respect to all 
common carriers or public utilities whose rates are subject to any regulatory 
authority. 

3. The President may exempt from the notice and consent to intervention 


requirements upon a finding that such action will not be inconsistent with the 
effectuation of the purposes of the act. 









Ill. THE EFFECT OF THE PROPOSED AMENDMENT 
1. Erperience during World War II.—The Price Control Act which was effec- 
tive during World War II contained language generally similar to that now 
proposed to be enacted. However, whereas the amendatory language now pro- 
posed would require notice and consent to intervention with respect to any increase 
in a rate or charge, the language of the Price Control Act effective during World 
War IT imposed these requirements only with respect to general increases in rates 
or charges. As a practical matter, however, the Office of Price Administration 
interpreted “general’’ increases as embracing any rate increase involving more than 
one shipper or transportation service, and was upheld in this interpretation by 
the Supreme Court.!. The net result therefore was that virtually all increases in 
common carrier rates were held to be subject to the notice and consent to inter- 
vention requirements contained in the World War II Price Control Act. 
Following the addition of the notice and consent to intervention provisions to 
the price control legislation effective during the last war? the Office of Price 
Administration embarked upon a vigorous campaign of policing transportation 
rate increases. Carriers desiring to effect rate increases were required by OPA to 
file with it at least 30 days in advance of the effectuation of such increases state- 
ments outlining in detail the reasons and justification therefor. Furthermore, 
following the inclusion of the notice and consent to intervention provisions in the 
Price Control Act, the OPA made a practice of protesting and requesting the 
suspension of a large percentage of the rate increases thereafter proposed. This 
involved countless protests to State as well as Federal regulatory bodies and, as a 
result, a great volume of litigation before these various governmental agencies. 
After the notice and consent to intervention provisions were added to the Price 
Control Act of World War II the Interstate Commerce Commission apparently 
adopted the unofficial policy of suspending all rate increases protested by the 
OPA. Presumably this was on the theory that the notice and consent to inter- 
vention provisions of the act constituted a mandate by Congress that all rate in- 
creases protested by OPA be fully and formally investigated. Although in very 
few, if any, instances did the ICC ultimately agree with the OPA that the par- 
ticular rates under investigation were in any manner inflationary, nevertheless it 
Henderson _—— jton, Marlboro and Annapolis Motor Lines, 318 U. S. 779. 
2 A6 Stat. 765; Oct. 2, 1942. 
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did accord?to OPA every opportunity to make its views known in formal proceed- 
ings. The result was a tremendous increase in rate litigation before the ICC, 
and a substantial burden, not only upon the Commission’s staff but also upon the 
Nation’s transportation system. 

2. Probable effects of amendment now proposed.—If experience during World 
War II can be taken as a guide it may be assumed that, under the proposed 
amendment (1) the OPS will protest a substantial percentage of the rate increases 
proposed by all forms of transportation—rail, motor, water, freight forwarder or 
air; (2) that the ICC, and probably other Federal and State regulatory agencies, 
will suspend all rate increases protested by OPS pending full and formal investi- 
gation as to their lawfulness. 





IV. DISADVANTAGES OF PROPOSED AMENDMENT 





The following disadvantages would result from the enactment of the proposed 
amendment: 

1. The normal fluidity and elasticity of the transportation freight rate structure 
would be impaired.—One of the prime requisites for a healthy and stable trans- 
portation rate structure is that it be sufficiently fluid and elastic to permit ready 
conformance with changing transportation conditions. In the normal course of 
events freight rates undergo frequent changes, both upward and downward, 
reflecting as they must changes in competitive relationships, earnings, market 
conditions and any of the other numerous and complex factors entering into 
freight rate construction. Although the proposed amendment would not defi- 
nitely freeze common carrier rates, nevertheless if experience in World War II is 
to be taken as a guide, such amendment will have the effect of substantially slow- 
ing down the process of freight rate adjustment. In many instances carriers who 
have neither the staff nor the facilities for the extensive litigation incident to 
formal rate investigations will find it impossible to even attempt necessary upward 
adjustments in their rates. Not only will these carriers themselves suffer as a 
consequence, but likewise their competitors, whose rates may be related to, and 
largely governed by, their own, 

Elasticity has long been recognized by transportation authorities as a prime 
requisite for a healthy freight rate structure. It was specifically provided for by 
the framers of the Interstate Commerce Act and the other transportation regu- 
latory acts. To the extent that the proposed amendment would substantially 
interfere with present rate elasticity, it would very definitely be opposed to the 
best interests of the transportation industry, and would be contrary to the public 
interest. 

2. The proposed amendment would impose an unreasonable burden upon individual 
members of the national transportation system.—Presumably, as during Wor!d War 
II, the economie stabilization agency will require all carriers proposing iacreases 
in rates to present to it full details and full justification of the proposed increase 30 
days in advance of the effectuation thereof. The time that will be consumed by 
qualified carrier personnel in the preparation of these supporting memoranda will, 
over a period of time, be substantial. Many smaller carriers operating with 
limited staffs will find it exceedingly difficult to comply with OPS requirements 
for full explanation and justification of any and all proposed rate increases. 

Even more important is the time and money that must be consumed in the 
unnecessary defense of proposed increases before State and Federal regulatory 
bodies. ICC investigation and suspension proceedings, in common with those 
conducted by other regulatory bodies, involve full hearings before trial examiners, 
the filing of briefs, in many instances the filing of exceptions or replies to excep- 
tions, and often oral argument, or arguments, before the Commission. The 
preparation for, and prosecution of, these investigation and suspension pro- 
ceedings require the expenditure of substantial amounts of time both by carrier 
traffic officials and by their legal staffs. The tremendous increase in litigation 
that will undoubtedly follow the enactment of the proposed amendment cannot 
help but constitute an onerous burden upon individual rail, motor, and water 
carriers, both large and small. This Burden will become increasingly difficult to 
bear during the ensuing months and years when carrier personnel problems will 
doubtlessly become more and more acute due to the requirements of the defense 
effort. As stated previously, in many instances carriers will find themselves un- 
able to effect badly needed rate increases because of their inability to devote the 
time and expense necessary to a complete defense thereof. 

3. The proposed amendment will increase the workloads of already overburdened 
Government agencies.—If Federal transportation regulatory agencies interpret the 
proposed amendment as a congressional mandate to suspend and investigate all 
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rate increases protested by OPS (as apparently was done by the ICC during 
World War II) the amount of additional work undertaken by such agencies will be 
immense. Insofar as the Interstate Commerce Commission is concerned, the 
Suspension Board and Bureau of Formal Cases already find themselves with work- 
loads substantially greater than existed in previous years. The inability of their 
inadequate staffs to handle satisfactorily the amount of work already before them 
has been recently brought to the attention of committees of Congress. ‘The added 
work that would result from active intervention by OPS in connection with com- 
mon carrier rate increases would undoubtedly increase the burden of these divisions 
of the ICC almost to the breaking point. Either increased appropriations would 
be necessary to permit handling of this additional workload, or all of the work of 
these two divisions would suffer further as a consequence. 

The burden that would be cast upon the staff of the ICC would, it is believed, 
be even more onerous with respect to agencies such as the Federal Maritime Board. 
This agency, which has jurisdiction over rates of water carriers operating to and 
from Territories or possessions, as well as other off-shore ocean carriers, definitely 
has neither the staff nor the facilities for the increase in Jitigation that in all prob- 
ability would follow adoption of the proposed amendment. It is believed that the 
same would hold true with respect to the Civil Aeronautics Board, which regulates 
the rates and fares of carriers by air. 

The present thinking in Congress is in the direction of maximum economy in so- 
called nondefense spending, thereby permitting a necessary increase in emphasis 
upon expenditures directly related to the defense effort. A substantial increase 
in the workloads of the nondefense Federal transportation regulatory agencies, 
which inevitably would follow adoption of the proposed Defense Production Act 
amendment, could searcely be considered as consistent with the prevailing 
economy views of the Congress. 

4. The proposed amendment would result in wasteful duplication of Governmental 
efforts and is unnecessary to carry out the objectives of the existing price regulation 
policies.—The Interstate Commerce Commission, which is the oldest of the 
Government’s independent agencies, and the other Federal transportation regula- 
tory bodies have been specifically authorized by Congress to regulate and control 
the rates and fares of the various segments of our national transportation system. 
The question of whether or not a given rate is just, reasonable and otherwise 
lawful has been specifically left for decision with these agencies and the courts 
have generally refused to substitute their own judgment as to the reasonableness 
of rates for the judgment of these expert bodies. The ICC and the other Federal 
regulatory agencies have the clear duty and obligation, in administering their 
particular acts, to give full force and effect to the will of Congress as expressed in 
all of its enactments.! As a matter of fact, in Interstate Commerce Commission v. 
Jersey City (322 U.S. 503), decided in 1944, the Supreme Court specifically held 
that the Commission was under a duty to give full force and effect to price stabiliza- 
tion legislation in the rendering of its decisions. In line with the cited cases, if 
the ICC, or any other Federal regulatory agency, failed to give full consideration 
to the Defense Production Act of 1950 in arriving at their decisions, such decisions 
would clearly be subject to attack and to reversal by the courts. 

The Interstate Commerce Act presently provides that common carriers effecting 
changes in their rates, fares or charges must give 30 days’ notice to the Commission 
and to the public before effectuation of such changes, unless a specific waiver is 
obtained from the Commission. Similar notice requirements are contained in the 
acts administered by the Federal Maritime Board and the Civil Aeronautics 
Board. Therefore, under the present law the regulatory agencies, the general 
shipping public and the Office of Price Stabilization are entitled to 30 days’ notice 
of any proposal to increase any rates, fares or charges. Along with other members 
of the public, the OPS now has the full opportunity, as well as the privilege, of 
protesting to the Commission against any proposal of any carrier to increase its 
rates. The protests of OPS are entitled to, and will receive, at least as much con- 
sideration as those of members of the shipping public who attually would pay the 
increased rates. If in the expert judgment of the Commission, guided as it must 
be by consideration of the price stabilization legislation, the arguments advanced 
in the protests of the OPS appear to warrant a full and formal investigation of the 
protested rate increases, then the effectiveness of such increases is suspended and 
an investigation instituted. As a practical matter, therefore, the proposed amend- 
ment would not enlarge the opportunities of the OPS to register protests against 
proposed transportation rate increases, nor the opportunities to present its views 
with resnect thereto to the appropriate regulatory bodies. The proposed amend- 


1 Southern Steamship Co. v. N. L. P. B. (316 U. 8. 31 (1947)). 
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ment would, however, for the reasons above noted, increase substantially the 
amount of litigation connected with projected rate increases, to the prejudice of the 
various carrier agencies and of the taxpayer. 

As stated, the proposed amendment undoubtedly will be interpreted by OPS as 
an authorization and directive to police the rates of all common carriers and public 
utilities in the United States, including those subject to municipal, State, and 
Federal regulatory authority. This will necessitate substantial increases in OPS 
personnel. Certainly the mammoth task which it would undertake could not be 
accomplished with its present staff, and a large corps of trained rate analvsts and 
economists would be required to examine and analyze proposals for increases in 
rates. In addition, a sizable force of commerce attorneys would be required for 
the filing of protests before the various Federal, State, and municipal authorities, 
the participation in resultant hearings throughout the country, the filing of 
briefs, participation in oral arguments, ete. The consequent cost to the United 
States Treasury of the establishment and maintenance of a staff of this character 
would clearly be substantial. 

Not only would the functions of OPS under the proposed amendment be to an 
extent duplicative of the functions of duly constituted transportation regulatory 
authorities but to an even greater degree would they duplicate the functions of 
other Federal agencies. In the recent proce eedings of the ICC concerned with the 
application by the railroads for an interim general increase in their freight rates 
the following Government agencies, other than the Economic Stabilization Agency, 
appeared by counsel in opposition to one or more aspects of the proposed increase: 
Department of Commerce, Department of Agriculture, Department of Justice, 
Department of the Interior, Tennessee Valley Authority, and General Services 
Administration. It would appear that with this imposing array of governmental 
agency representation, the welfare of the shipping public and of the national 
economy should be more than amply protected. No valid reason exists for an 
amendment to the Defense Production Act which would in practical result sub- 
stantially extend the province and powers of the economic stabilization agency 
in a field which is already so well covered by other governmental bodies. 


_—_— 


STATEMENT OF GILES Morrow, EXECUTIVE SECRETARY AND GENERAL COUNSEL, 
FreicurT Forwarpers INstirurre, Opposinc THAT PART oF Britt H. R. 3871 
Wuicu Proposts To Mopiry THE EXEMPTION OF COMMON CARRIER AND 
Pusuic Uririry RATES UNDER THE DEFENSE PRopwucTION Act oF 1950 


My name is Giles Morrow. I am executive secretary and general counsel of 
the Freight Forwarders Institute. Offices of the institute are located in the 
Dupont Circle Building, Washington 6, D. C. 

The Freight Forwarders Institute is the national association representing 
freight forwarders subject to regulation under part IV of the Interstate Commerce 
Act. 

To briefly identify the industry, freight forwarders are common carrier trans- 
portation agencies, specializing in the handling of less-than-carload or merchandise 
freight. They operate throughout the United States, a number of the larger 
companies serving every State in the Union. There are about 100 companies 
authorized by the Interstate Commerce Commission to conduct forwarding opera- 
tions. Gross transportation revenues of the industry exceeded $286,000,000 in 
1950. In the year 1950 freight forwarders transported almost 20 million indi- 
vidual shipments, comprising 4.3 million tons of freight. 

The rates of freight forwarders and other common carriers and public utilities 
are exempt from the price-control provisions of the Defense Production Act of 
1950, under the terms of section 402 (e) (v) of that act. There is no condition 
attached to the exemption insofar as the rates of common carriers are concerned. 
A proviso, evidently intended to apply to certain public utilities, requires that in 
the case of increases in charges for property or services sold “‘for resale to the 
public,” 30 days’ notice must be given to the President or his designated agency 
and consent granted for such agency to intervene before the regulatory authority 
having jurisdiction over the increase. 

Section 104 (c) of the bill, appearing on pages 10 and 11 thereof, proposes to 
substitute new provisions for the present exemption clause as it appears in sec- 
tion 402 (e) (v) of the Defense Production Act. These provisions would change 
the present clause in two respects: (1) By restricting the application of the exemp- 
tion to the rates of common carriers or public utilities subject to Federal, State, 
municipal, or other public regulatory authority; and (2) by requiring all common 
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carriers and public utilities to give a minimum of 30 days’ notice of any increase 
in their rates or charges to the President or an agency designated by him, and to 
consent to the intervention by such agency before the regulatory authority having 
jurisdiction over such rates. The President would be authorized to provide exemp- 
tions from the notice and consent to intervention requirements under certain 
conditions. 

The freight forwarding industry is very strongly opposed to the proposed re- 
quirement that common carriers give notice to the Office of Price Stabilization 
(which we assume would be the designated agency) 30 days in advance of any in- 
crease in their rates, and consent to the intervention of such agency before the 
appropriate regulatory authority. 

As we will show, the issue raised by this proposed amendment is not material 
to the objectives or purposes of the Defense Production Act. Common carrier and 
public utility rates are already subject to effective and continuing governmental 
controls. The proposed amendment is procedural only, and it would impose 
technical, complicated, and unnecessary requirements upon the already effective 
controls. 

There are two basic reasons why the rates of regulated common carriers should 
not be subjected to notice and consent requirements under the Defense Production 
Act. First, such a requirement is not necessary to or in furtherance of any 
objective of the Defense Production Act, and second, it will result in duplication, 
needless expense, and fruitless litigation, from the standpoint of both the Govern- 
ment and the transportation industry. 

The change in the exemption provisions is not necessary because the existing 
law governing the rates of common carriers is complete in itself, and adequate to 
accomplish in a direct and simple manner what the amendment seeks to accom- 
plish by indirect and complicated means. The Interstate Commerce Act provides 
controls over the rates and practices of railroad, motor, water, freight forwarder, 
express, sleeping car, and oil pipeline common earriers. Such controls have been 
the product of more than 60 years of experience, through peacetime and emergency 
periods. The acts governing air lines and certain other common carriers and 
publie utilities have largely been patterned after the Interstate Commerce Act, 
and what is said here will be essentially true in the case of all regulated common 
carriers and public utilities. 

Under the Interstate Commerce Act and the overriding national transportation 
policy declared by Congress, the Interstate Commerce Commission has duties and 
responsibilities in the discharge of which the Commission becomes, in times of 
emergency, as much a defense agency as any other agency of the Government. 
The Commission is under a mandate to so administer the act as to preserve a 
national transportation system adequate to meet the needs of commerce as well 
as the national defense. 

The ICC and other regulatory agencies have a well-recognized obligation to 
give full consideration to any existing emergency measures and policies of the 
Government to combat inflation when they pass upon requests for increases in 
transportation rates. As the Supreme Court said, speaking of responsibilities 
arising under the Emergeney Price Control Act of 1942, ‘‘The Administrator (of 
price controls) does not earry the sole burden of the war against inflation’ 
(Hecht Co. v. Bowles, 321 U.S. 325). In a case more specifically in point which 
arose under the 1942 act, the Supreme Court said that the Interstate Commerce 
Commission was under a “‘distinct duty” to give full effect to wartime conditions 
and the stabilization legislation (J. C. C. v. Stabilization Director, 322 U.S. 503). 
The Court did not find the Commission delinquent in that duty. 

The ICC has plainly demonstrated that it does not need the prodding of a 
special policemen to recognize and carry out the governmental policies against 
inflation. In an interim decision in a rate-inerease case decided as recently as 
March 12, 1951, the Commission said: 

“Tn discharging our responsibility in the premises, we must consider the future 
needs of the petitioners for increased revenues to enable them to provide an 
adequate transportation service, but this need is to be weighed in the light of the 
other substantive requirements of the law that rates shall be just and reasonable 
to the public and, in the present situation, that no unnecessary obstacle be thrown 
in the way of the efforts of the Government to stabilize prices and the cost of 
living’ (Ex Parte 175, Mimeograph, p. 10). 

The policy so announced is not new. It has been adhered to consistently in 
the past, and is the same policy followed by the Commission under the emergency 
acts in effect during World War II. In a rate-increase case decided in 1943 the 
Commission said: 
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“We recognize the congressional objectives in the Price Control and Stabiliza- 
tion Acts to prevent inflation during the present emergency, and in the adminis- 
tration of those statutes the Director of Economic Stabilization and the Price 
Administrator will have our cooperation” (Ex Parte 148, 255 I. C. C. 357, 392). 

These decisions have been cited merely as examples of the adequacy of existing 
controls as applied to common-carrier rates. No one has suggested changing 
the basic controls. The purpose of the amendment is apparently to set up the 
price stabilization agency as a sort of watchdog to see that the regulatory agency 
does its full duty, and to insure that the watching agency has full opportunity 
to express its views. 

We think that any implication that the ICC or other regulatory agencies need 
to be watched or prodded in the discharge of their responsibilities is wrong, and 
will be misconstrued. We fear that again, as during World War II, jurisdictional 
questions between agencies will arise and cause needless litigation, and that 
efforts will be made to inject the price control agency as the dominant force in 
rate increase cases. 

But these are not the basic ingredients of our objections. Assuming that it is a 
desirable thing for the Director of Price Stabilization to keep track of proposals 
to increase rates, and that it would be helpful to the regulatory agency, at times, 
to have his views—there is no need to change the law to accomplish those objec- 
tives. 

No phase of business activity in this country comes under closer scrutiny of the 
public than the rates of common carriers. No governmental function is better 
understood or more widely participated in by all interests involved than the 
rate-making funetion. The law and regulations governing rates and participation 
in rate cases provide adequate notice to the whole public, and permit participation 
of anyone with an interest in the matters involved. 

The rates and charges of freight forwarders and other federally regulated 
common carriers must be published in tariffs, posted in the carriers’ offices, and 
filed with the Commission at least 80 days before they are to become effective, 
except in an emergency satisfactorily shown to the Commission. 

During the 30 days between the time when the tariffs are filed with the ICC and 
the date on which they are scheduled to become effective, they are subject to 
inspection by anyone. Increases of any substance are given the widest publicity. 
Shippers located in the remotest sections of the country are not taken by surprise 
by rate increases affecting them. 

Under the law, any person may protest any rate filed, and if there appears to be 
substantial ground for challenging the rate it will be suspended by the Commission 
and set for public hearing. The burden of proof then shifts to the carrier to 
justify the increases, and the rate will not be permitted to become effective unless 
such burden of proof is sustained. 

Agencies of the Government have traditionally exercised their right to protest 
increases in common-carrier rates and to appear before the regulatory body in 
opposition thereto. In a pending case, known as Docket Ex Parte 175, in which 
the railroads, water carriers, and freight forwarders seek an increase in their rates 
the following agencies of the Government have intervened and are taking an 
active part: 

Economic Stabilization Agency 
Secretary of Agriculture 
Tennessee Valley Authority 
General Services Administration 
United States Attorney General 
Department of Commerce 
Department of Interior 

It took no special act of Congress to authorize these departments and agencies 
to participate in the pending case, and none will be required for the future. The 
conditions under which the Economic Stabilization Ageney entered the case 
would not be changed or improved, nor its standing before the regulatory agency 
enhanced, under the amendment to which we are registering our objection. 

Summarizing the facts showing that the proposed amendment is not necessary, 
we find that the present controls over common-carrier rates are adequate and that 
the regulatory bodies apply such controls with due regard to emergency measures 
to combat inflation; that the price-stabilizing agency has adequate notice of any 
proposed increases in carrier rates; and that the existing law protects the right of 
anyone, including any agent of the Government to protest rate increases. 

If there were nothing more, the amendment might be dismissed as a harmless, 
if idle, gesture, restating, in effect, what is already in the law as a matter of extra- 
ordinary precaution. Unfortunately, that is not the case, as we will show. 
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The second and very practical reason for our objection to the proposed amend- 
ment is that it will result in great duplication of effort, both governmental and 
private, and will cause needless expenditure of time and money. 

These facts have all been forcefully demonstrated by events which occurred 
under a similar provision for notice and consent to intervention which appeared 
in the Emergency Price Control Act of 1942. In fact that act only required notice 
to the Price Administrator and consent to his intervention in the case of general 
increases in rates, whereas the proposal with which we are now concerned would 
be much broader and would impose such requirements in case of any increase 
whatsoever. 

The notice and consent requirements in the 1942 act were a very burdensome 
and expensive experiment, and we hope that Congress, guided by that experi- 
ence, deliberately refrained, and will continue to refrain, from imposing such re- 
quirements under the Defense Production Act of 1950. We do not believe that 
the sponsors of this amendment have justified it in the light of that past experi- 
ence. 

Under the previous act, the Price Administrator issued very detailed and bur- 
densome requirements with which the carriers had to comply in giving notice 
of increases to his office. In fact, so meticulous and detailed were the notice 
requirements that the effect was to require not notice but justification of the in- 
creases. Little additional work would have been required to go to a formal trial. 
There was, in substance and effect, a duplicate agency of Government to police 
and process carrier rates. There is no reason to believe that history will not 
repeat itself if this amendment is enacted. 

In the very nature of things it requires an agency of considerable size to analyze 
and process all of the freight rates filed in this country. Records of the ICC 
indicate that from 130,000 to 150,000 common-carrier tariffs are filed each year 
with that agency alone. The freight-forwarding industry normally files about 
5,000 tariffs with the ICC in a 12-month period. In a time of rising prices a 
majority of such tariffs necessarily contain increases in rates. It requires not only 
a considerable staff of experts and technicians to process so many tariffs, but a 
considerable space to house them and to accommodate the vast number of docu- 
ments and papers involved. Substantially all of the rate and tariff work which 
the ICC and other regulatory agencies are required by law to do and which they 
are doing today will be duplicated, and more will be added. 

Judging from experience under the 1942 act, the carriers will be put to great and 
unnecessary burdens and expense under the proposed amendment, with conse- 
quent drain on the time of their hard-pressed executives and their already short 
manpower supply. 

During World War IT the freight-forwarding industry found it almost impossible 
to clear their rate increases through OPA, under the detailed and burdensome 
procedural! requirements, without sending their traffic executives to Washington 
for oral conferences in connection with each increase in rates. <A great deal of the 
time of these important executives was consumed in such conferences, and in 
travel to and from Washington. The conferences, in turn, generally resulted in 
further studies, rate comparisons, analyses, and statistics, all of which had to be 
compiled by the short-handed office staffs of the carriers. The application of such 
requirements to all increases, as now proposed, instead of general increases, will 
increase the difficulty and expense. 

Our prior experience was that unless the rate increases were justified to the com- 
plete satisfection of OPA a protest was filed by that agency with the ICC and a 
hearing resulted. The freight-forwarding industry, by reason of its policy of 
first clearing the rates by means of conferences with the OPA, did not have so 
many of its tariffs suspended as did some of the other types of carriers. Never- 
theless, whether the carriers chose to confer with and justify their rates before 
OPA or to fail to do so and go to formal hearing before the ICC, the expense was 
probably about the same in either event. 

All of this duplication and wasted time and expense did not, in our opinion, 
change the ultimate result in measurable degree. The Interstate Commerce 
Commission is in a far better position to weigh the facts than any other body. 
It did, however, cause great procedural delay before the ultimate result was 
reached. To that extent the extra governmental machinery removed the flexi- 
bility from the rate structure of the carriers and caused hardship in many cases. 
The transportation system of this country is very complex, is composed of many 
competitive units, and is founded on a rate structure designed to move every item 
that is produced, manufactured, or consumed. Fluidity is an essential element of 
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the rate structure if a healthy transportation plant is to be maintained. Pro- 
cedural delays, over and above the normal rate-making processes, can destroy 
that fluidity to the detriment of the transportation system. 

For these reasons we maintain that as a matter of law there is no need for the 
proposed amendment to the common-carrier exemption, and that as a practical 
matter it will result in duplication of existing work, in great waste of time and 
money, and in useless litigation. Such an amendment can only be described as a 
make-work provision, and is clearly opposed to the public interest. 

We, therefore, urge your committee to strike out the amendment to section 
402 (e) (v) of the Defense Production Act, as it appears in section 104 (c) of the 
bill. 


(Whereupon, at 3:55 p. m., the committee adjourned, to reconvene 
at 10 a. m., Tuesday, May 29, 1951.) 
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House or REPRESENTATIVES, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D. C. 

The committee met at 10 a. m., Hon. Brent Spence, chairman, 
presiding. 

Members present: Messrs. Spence, Brown, Patman, Multer, Me- 
Kinnon, Wolcott, Gamble, and Buffett. 

The CHairnMAN. The committee will be in order. 

The clerk will call the first witness. 

Mr. Hauianan. The first witness is Mr. Irwin D. Wolf, repre- 
senting the National Retail Dry Goods Association. 
The CHarrMAN. You may proceed, Mr. Wolf. 


















STATEMENT OF IRWIN D. WOLF, VICE PRESIDENT AND GENERAL 
MANAGER OF KAUFMANN DEPARTMENT STORES, PITTS- 
BURGH, PA. 












Mr. Wotr. Thank you, Mr. Chairman. 
The CuHarrmMan. How many witnesses have we today? 

Mr. HaLuaHAn. Seven, sir. 

The CuarrMan. We will have to move along as rapidly as we can. 
Have you a prepared statement, Mr. Wolf? 

Mr. Wo tr. Yes, sir, a short one. 

The CHarrMan. Very well, vou may proceed. 

Mr. Wour. Mr. Chairman, and members of the committee, my 
name is Irwin D. Wolf. I am vice president and general manager of 
Kauffman Department Stores, a department store operating in 
Pittsburgh, Pa., for 80 years. J am chairman of the vendor relations 
committee of the National Retail Dry Goods Association. 

The NRDGA is a voluntary association of department and specialty 
stores numbering more than 7,500. Every State in the Union is 
represented in the membership of this organization. The vendor 
relations committee is composed of leading merchants in the United 
States; and its purpose is to cooperate with vendors in insuring equit- 
able practices between vendor and vendee. 

I appreciate being allowed to appear before this committee as a 
representative of the NRDGA because the problems with which you 
are faced have long been of concern to me. As evidence of my in- 
terest and study, may I state that, during World War II, I was a 
consultant on civilian supply to the War Production Board and as 
such I wrote for the War Production Board two surveys, Survey of 
the Progress Made in the Simplification and Standardization of Dis- 
1317 
































1318 DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


tribution in Wartime, and Evaluation of the Problems Facing Dis- 
tributors. 

It was my privilege also to be a member representing retailing of 
the War Production Board’s Retail and Wholesale and Inventory 
Policy Committee. In this connection, the formula which I pro- 
posed to the War Production Board for the control of inventories 
was adopted. 

I began my career as a merchant nearly 40 years ago in a general 
store in Arkansas and most phases of retailing are familiar to me. 
Therefore, I can say with assurance that retailers feel they, as Amer- 
ica’s most numerous middlemen, have a great deal to lose if programs 
such as price control are poorly designed or administered. 

To begin with, let me make it clear that we believe the Defense 
Production Act should be renewed. It is a good law, well drawn to 
fit an emergency situation that is still with us. It is clearly designed 
to protect our economy against inflation at the same time that it 
promotes the growth of our defenses. 

If inflation is to be avoided there are a number of things we must 
do. We must: 

Adopt a pay-as-we-go fiscal policy. 

Show maximum economy in all Government expenditures. 
Control inflationary increases in labor costs. 

Control the costs of raw materials. 

Encourage production. 

. Encourage savings. 

7. Prohibit unwarranted extension of credit and the expansion of 
inflationary bank loans. 

As part of this larger program, price control may be appropriate 
while the emergency lasts. 

It is fairly obvious by this time that the causes of inflation can be 
attacked through the kinds of action I have listed. If we increase 
the amount of goods available to consumers at the same time that 
the number of dollars consumers have to spend does not grow dis- 
proportionately, inflation on any broad front will not occur. Price 
control, without these other restraints can, for a brief period perhaps, 
mask the symptoms of inflation. It does not attack its causes. 

Most particularly, of course, price and wage controls should go 
together. Whenever inflationary wage inceases are permitted, the 
pressure against price ceilings is bound to rise and will shortly become 
unbearable. More specifically, wage increases that are inflationary 
may take the form either of so many dollars and cents per hour or of 
so-called fringe benefits. Any wage stabilization formula which may 
be promulgated to correct inequities should recognize and include 
increases in existing fringe benefits and any new fringe benefits that 
are provided. 

I believe, also, that the Wage Stabilization Board should confine 
itself to handling disputes which arise out of the interpretation, 
application, and administration of regulations it issues. This agency 
should not act in the field of disputes of a nonwage character. Such 
disputes can more appropriately be handled by the already established 
Federal and State agencies created for this purpose. 

Price control, when it is part of a broad control program, may make 
a valuable contribution to our welfare. As shortages appear in 
specific goods—in steel and wool and cattle—the prices of cars and 
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clothes and beefsteaks will be bid up disproportionately if they are 
not subject to restraint. 

This leads me to an important point. What prices should be 
controlled? How widespread should these controls be? On January 
25, the Office of Price Stabilization established controls on almost 
everything that is legally for sale in America except for those items 
such as professional fees, books, and so forth, that Congress specifically 
exempted in the Defense Production Act. Since that time, OPS 
has developed tailored orders for many segments of our economy. 
Only slight progress has been made, however, in decontrolling items 
whose effect on the cost of living is negligible and which really need 
not have been controlled in the first place. Such items as the following 
have been decontrolled: 

Oriental rugs 

Merchandise made by the blind 

Devices for measuring blood pressure 

CARE relief packages 

Dead stock or dead animals when sold for the recovery of 
inedible products 

Cut ferns 

Canned snails 

Wild rice 

Easter-egg dye 

Boy Scout and Girl Scout uniforms 

There are quite a few other items of this character, and also a 
number of somewhat more substantial services, that have been 
decontrolled. 

Nevertheless, this is a part of the program that has moved too 
slowly. The control of staple items of clothing, food, and house- 
furnishings is sound and practical. Sheets and shirts and suits 
and shoes, however, and related essentials are relatively few in number 
of items. . If price controls are limited to them they can be enforced 
by staffs of reasonable size. Nor would such a program require such 
endless paper work among businessmen. I know of one store that 
has a staff of 25 working on the preparation of its pricing charts for 
GPR 7 that are due to be filed not later than tomorrow. I have 
brought with me a few samples of merchandise that are controlled 
by this order and which must be listed on our pricing charts, and I 
should like to show you a few of these samples, Mr. Chairman. 

I have before me a gadget for fishing, called a ‘“‘genuine Eppinger 
Gardule lure.”” While it is modestly labeled as “the greatest game- 
fish lure in the world’’—it sells for $1.15—I doubt that many of us 
have ever owned one or ever will, or that anyone really needs this 
device for his existence. Yet, it is price-controlled. 

And to show you that nothing unessential has been overlooked we 
have here another extreme in that category, a shark hook. 

I don’t know whether you have ever felt how one feels on the end 
of that, but certainly, there is no one underprivileged for lack of a 
shark hook. And yet, we have to list that on endless sheets, and fix 
the price. 

We have also here, a sterling silver candle snuffer.» If you have 
candles you may like to have a candle snuffer. I guess it is all right. 
But even then, you don’t need one. You can expend a lot of breath 
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by blowing, and out go the candles. And you will have saved $6 on 
this gadget, which is sterling silver. 

But Heaven forbid what would happen to the national economy if 
someone priced that $6.25. 

Mr. Brown. What is that before you? 

Mr. Woxr. These are maraschino cherries. I want to use those as 
the last example, if you please. 

Here is a little china dog. This sells for $5. It is a very beautiful 
piece of handwork, but certainly it has nothing to do with the cost of 
living, in our country. 

And here is a very essential thing. Here is a petit-point cigarette 
case, regarded as very essential when any woman goes into a super- 
market. Of course, she has to pay $29.50 for it. It also represents 
the kind of things which I think it is silly to control. 

Here is a bracelet which is controlled. 

Mr. Mutrer. What kind of metal goes into those last two items? 

Mr. Wo tr. All kinds, but usually very small amounts. The metal 
content is very light in anything of this kind, as you know. Almost 
any kind can be used. This particular one, | think, is sterling silver. 

You have here also a glove guard, which you can hang your gloves 
on, if you are a lady, on your pocketbook. You take that with you 
when you go out to play bridge and you don’t lose your gloves. That 
is also under control. 

And here is a handsome little dumbbell. I doubt that there is any 
explanation as to why it should be controlled, although it does contain 
metal. I imagine it is steel. 

And last of these things which I would like you to observe, covered 
by grocery order CPR 15 and 16—this is as neat a little piece of 
nonsense in price control as I have seen—note this jar of maraschino 
cherries. It is not controlled. The reason it is not controlled is 
because it has stems on the cherries. 

The same cherry, made by the same concern, same size and shape 
of package, is controlled. Why? I don’t know. 

The cherries with the stems perhaps are easier to fish out of a 
martini glass, or whatever you drink. But I think that these, coming 
from the same part of the world, are probably just as good. 

The CHarrmMan. While it might be very foolish to control these 
things, it certainly doesn’t weaken the argument that we should 
control the necessities. 

Mr. Wotr. Well, vou wouldn’t think these were necessities. 

The CuHarrmMan. No; I agree with vou. But I say that doesn’t 
weaken the argument that necessities of life should be controlled. 

Mr. Wotr. No; I am not attempting to weaken that. 

The CuHarrmMan. Perhaps there is somebody down there who is 
not too busy and has nothing else to do, and I agree with you that 
it may be ridiculous to control those items, but that doesn’t weaken 
the argument for controlling essential articles. 

Mr. Brown. I think you have made your point. If there is no 
competition, it is nonessential. 

Mr. Wo xr. That is right. That is the point. I hope I have 
made it. That, in my opinion, is control for control’s sake and 
makes for endless bookkeeping, and a $750 million budget all over 
again for the Office of Price Stabilization, which is silly. 
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A program of control of such unessentials is undesirable and waste- 
ful at any time, and under any circumstances. 

A second major abuse of the control principle springs from notions 
of cost absorption. The Defense Production Act states that ceilings 
“will be generally fair and equitable to sellers and buyers.’’ Despite 
this, one of the first dozen ceiling price regulations allowed a specific 
industry to increase its prices partly at the expense of the retailer. 
Under CRP 11, carpet manufacturers were permitted a 15 percent 
increase but retailers were forbidden to take their historic mark-up 
on this increase. 

A rug that we used to pay $100 for, now may cost the retailer $115. 
The $15 may be added to our selling price, but nothing may be added 
to cover our increased cost of doing business. We must pay our 
salesmen commission on the $15 increase. Damages, markdowns, 
insurance, and other costs will be higher. But these costs are not 
to be reflected in our margins. They must therefore come out of 
profits. ; 

Carpeting, of course, is only an example of what is apparently « 
prevailing point of view as to how increased costs shall be absorbed. 
To us, such cost absorption seems inconsistent with the statement in 
title IV of the Defense Production Act that— 
the powers granted * * * shallnotbeused * * * to compel changes in 
business practices * * ¥*, 

I assure you that cost absorption of the magnitude we fear may 
take place is a new and unsound business practice for retailers. 

The attitude on cost absorption has come as a severe shock to us. 
Inasmuch as there has been some good evidence of a sincere desire on 
the part of those in authority to understand retailing practice on 
other points, we have spent many days developing a philosophy under 
which such policies might operate if the emergency ever reaches 
very much greater proportions. 

I do not believe that any type of cost absorption or “pass through”’ 
of an increase in costs to the retailer or wholesaler is appropriate 
today. In the event of such changes in supply and demand of con- 
sumer goods as to create a national emergency in fact rather than, as 
at present, in anticipation such a drastic step as absorption may be 
imperative, in which case the policy should be then adopted subject 
to the following conditions: 

The restrictions should apply only to items of recognized, sub- 
stantial importance in the cost of living of lower income groups. 

2. Any “pass through” of this kind should include the operating 
expenses incurred by retailers which are of a comparable nature to 
those costs which have been allowed to manufacturesrs 

3. The President must find on the basis of substantial evidence 
reduced at public hearing, at which all interested parties will be given 
an opportunity to appear and testify, that any restrictions no normal 
margins are necessary for the public welfare and will bear equitably 
and proportionately on all parties producing and distributing the 
item. 

A retailers’ task committee has drafted a proposal reflecting this 
point of view which will be submitted to the committee for considera- 
tion. 

In addition to cost absorption, there is another dangerous sugges- 
tion that has been advanced. It is proposed to license retailers and 
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other business organizations under the guise of making enforcement 
simpler. Licenses, traditionally, are issued for three purposes. To 
simplify the collection of local taxes, to protect the public against 
the excessive sales of socially questionable commodities, to protect 
the public against the cost of necessary monopolies. None of these 
criteria are present in the case of retailers in general supplying con- 
sumer goods and services. ‘This would be a perilous, dictatorial step, 
interfering needlessly with the right to do business. In World War 
II we fought against the point of view that is reflected in such meas- 
ures. I cannot help but feel reasonably confident, however, that 
Congress is too wise and too jealous of our liberties to approve such 
a proposal. 

Finally, there is no more important point to be made than the 
urgent need for an effective retail advisory committee to our mobili- 
zation authorities. Congress directed the President to consult with 
committees of those affected by these various regulations. This has 
been done in many cases, and left undone in many others. Today, 
however, there is no official, continuing committee of retailers avail- 
able to our top administrators. There is some talk that such a com- 
mittee is about to be organized. That will depend upon what level 
it will exist at and how effectively it is used. Certainly it will not 
be of much use if it is merely used as window dressing—no com- 
mittee of men of stature in the field who have also taken the trouble 
to be informed in some detail on the effects of the controls program 
within their industry and on consumers. Such a group, when its 
‘ advice is heeded, can do much to eliminate the friction we have been 
encountering. 

To sum up, the NRDGA believes that price control can only allevi- 
ate the symptoms of inflation. But price control must be concurrent 
with and geared to the more basic steps, which are to reduce Govern- 
ment spending, encourage production and saving, levy adequate 
taxes, control costs of labor and raw materials, and limit the extension 
of credit. 

Moreover, price controls today should not be applied to goods whose 
relation to cost of living is demonstrably irrelevant, not to say absurd. 

Cost absorption is inconsistent with the Defense Production Act as 
written. This should be restated more forcefully by the Congress. 

Consultation with retailers has not been adequate. In this, we 
show our failure to learn from the last war. At that time my study, 
“War Agency Orders Affecting Distributive and Service Trades,” 
clearly showed the lack of understanding among retailers of what was 
required of them. It also pointed to the poor formulation of orders 
that reflected inadequate understanding of how retailing works. The 
solution lies in increased consultation with groups of responsible 
retailers in all lines of trade. 

From us you may expect interest and cooperation in controlling 
inflation while the Nation grows strong. We want to come out of 
this garrison state with retail inventories at a reasonable value. Most 
of the capital of American retailing is tied up in these inventories and 
we want them to be of reasonable value when the war is over and above 
all we want to satisfy our customers, and that is, we feel, why the ex- 
tension and revision of the Defense Production Act means so much. 

On behalf of the National Retail Goods Association, I appreciate 
this opportunity to express the views of the association. I shall be 
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glad to answer any questions you may have, and to be at your service 
personally in the future. 

The Cuarrman. Is there not an advisory committee, Retailers’ 
Advisory Committee, appointed by the President? 

Mr. Wour. There is one, I think, connected with the Department 
of Commerce, under Secretary Sawyer, sir, but that has no applica- 
tion here. nat 

The CuarrMan. Is your organization represented on that com- 
mittee? 

Mr. Wotr. We have two people who are former directors of our 
association, that were appointed to that committee, yes, sir. 

The CuHairMan. Is that committee working satisfactorily? 

Mr. Wo tr. I think it is, in its own field, which is not the field of 
price control, or the field of economics. I won’t say of economics, but 
in its own field, it is doing a good job. 

The CuHarrMan. What suggestion have you about the appointment 
of a committee? You seem to be disappointed in the Retail Advisory 
Committee. What suggestion do you have? 

Mr. Wo tr. I would suggest that Mr. DiSalle and his group select a 
group of 30 or 40 of the merchants of the country, large and small— 
with particular reference, having come from a small town, to the 
problems of the small retailer, whose problems are many, and who 
doesn’t have the help that a larger retailer has, and his problems must 
be considered as quite different as those existent where volume is big 
enough to provide for the clerical help necessary—of merchants large 
and small throughout the country, and it should ‘be kept informed as to 
what is going on, and should be asked, before any regulations are 
formulated, first, as to the policy behind the issuance of the regulations, 
and then as to the detail workings of the regulations as to which many 
of them could give valuable assistance. 

The CHarrMan. Have you suggested that? 

Mr. Wo tr. I have suggested that. 

The Cuarrman. He has the power to do it. 

Mr. Wo tr. The power is already in the act, that is right. And I 
understand that some invitations are about to go out, or will go out 
either today or tomorrow which will answer that ‘partic ular suggestion. 

The Cuarrman. You think that price control is absolutely essential 
to control the inflationary conditions that now exist, as 1 understand 
your statement? 

Mr. Wotr. Yes, sir; I believe that under present conditions, that is 
absolutely essential, provided that it is broad enough, and provided 
that it takes in all the various fringes, and provided that it is narrow 
enough to make its workings possible—narrow enough, I mean, in the 
sense of not controlling these nonessential items in front of me. 

The CHarrMan. You don’t believe if we just allow present con- 
ditions to operate, that the situation will correct itself? 

Mr. Wo.tr. No; I do not. I believe that eventually, while at the 
present time inventories in the country are very, very high, and while 
our production was vastly underestimated, and while our consumption 
for war was vastly overestimated—which resulted in huge surpluses of 
goods—lI believe that eventually, when you are either in a garrison 
state or a war economy, or one approaching a war economy, or “beyond 
a garrison state, that you do need these checks. They should be 
there to hold the thing in line when, as, and if needed, and I would 
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not object to the imposition of price control on maraschino cherries or 
anything else if I thought it did good for the country or that it kept the 
cost of living down or had anything to do with the economy. 

The CuartrmMan. The conditions were produced by forces that are 
operating just as strongly now as they ever operated, don’t you think 
so? I mean, the influences that bring about inflation are as strong 
now as they have ever been, and if uncontrolled would continue to 
operate and the condition would steadily become worse? 

Mr. Wo tr. In my opinion, the condition in which our economy 
now is would require at least standby controls, to be used as needed 
to control what might possibly go into an inflationary period. 

At the present time, so far as consumer goods are concerned, you 
have the opposite. You have distress conditions throughout the 
country in many lines, and you can buy television sets in New York 
at auction sales, I read in the paper. I haven’t seen one. 

I do know that the pipelines for many items are so full that it will 
take another 6 months to empty those pipelines. 

The CuatrMAN. Your industry is certainly interested very deeply 
in the stabilization of our economy, is it not? 

Mr. Wotr. As I said before, to you, sir, my own concern—we 
happen to be a part, also, of the May Department Stores, of which 
I am a vice president—has a large amount of its capital invested in 
inventories, and if the values of those inventories are not sound, if 
they are inflated, that would have a terrific effect on anybody’s capital 
who does a department store or even a general store retailing business 
throughout the country. To keep the inventories clean and sweet, 
is the important thing. 

The CuarrmMan. Mr. Brown. 

Mr. Brown. Mr. Witness, I appreciate your testimony. It is a 
good statement. Your statement shows to me you are a good, 
practical businessman. 

Mr. Wotr. Thank you, sir. 

The Cuarrman. Mr. Multer. 

Mr. Mutter. I want to say that not only does your statement 
evidence that you are a good practical businessman, but I think it 
evidences that you are a good American citizen and that you represent 
an industry that is typical of our country, unlike some of the fellows 
coming in here and threatening us with all sorts of dire consequences 
if we continued rent control. I think you have come in here indicating 
that your industry does want to cooperate, and I think all other 
industries want to cooperate, despite the fact that they have sent in | 
to us the wrong kind of representatives. 

I am very happy that you have come in and expressed the view- 
point that you have, because I think it is typical of what our American 
people want to do today, namely to get us through this emergency as 
quickly as we can and get back to normal. 

Now J have one or two questions I want to ask you. 

The ceiling price as it applies to your industry today is a general 
ceiling price, or a general regulation, fixing all prices at what they 
were as of a particular date. You don’t have a dollar-and-cents 
ceiling on each of the items you exhibited to us this morning? 

Mr. Wo tr. There are a few items covered by what they call tailor- 
made regulations. Such items as carpets. There is a grocery order, 
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which is a tailor-made regulation, which does certain things to those 
stores that have grocery departments. 

There are others that are tailor made. But in general, we are 
under a general price ceiling at the present time. 

Mr. 7 caren, That necessarily takes in everything you handle? 

Mr. Woxr. It takes in everything you have; you have to list every- 
thing you have. It is an interminable task. 

Mr. Mutrer. Of course you know that Mr. DiSalle has announced 
that what they want to do, eventually—they had to issue a general 
regulation first and then get down into each industry and each item if 
possible so as to eliminate any hardships or inequities. 

Mr. Wotr. Yes. 

Mr. Mutter. Have you or any representative of your organiza- 
tion presented to the Office of Price Stabilization any facts or ‘figures 
showing that you are suffering hardships in connection with any of 
these particular items? 

Mr. Wotr. We have been helpful to them, I believe, in reframing 
some of the regulations that were issued by reason of the fact that 
Mr. DiSalle had to do a job very quickly, and we give credit to Mr. 
DiSalle, in our industry, for having at least attacked the problem and 
gone to work on it. 

However, I would say that the retail advisory committee that I 
suggest would be the proper place, after study. You can’t just make 
a statement that, ‘‘We can do this” or that or the other, because you 
know, the economy is interlocking, and it is difficult to make a hard 
and fast rule as to what should be or should not be controlled. 

Mr. Mutter. Isn’t it fair to say that Mr. DiSalle and his organi- 
zation have shown every desire to cooperate with the industry and to 
hear their complaints and get their advice? 

Mr. Wo tr. Well, no, I think that a lot more of that could be done, 
and I have personally suggested that to Mr. DiSalle, in my visit with 


I think that, in general, his intention is, and the intentions of some 
of his staff, are good, but when you pick up the ceiling price regulation 
No. 7, amendment 2, you notice that section 30 (a) is in entire vari- 
ance with the decision I made as to cost absorption. 

That is the thing we want to send you some well-studied data on, 
as to an amendment or a suggestion, so that this sort of thing can’t be 
written into orders. 

For instance, just today the instance of a little dress shop that is 
operating on a ‘little corner somewhere in W ashington. It has a 5- or 
6-percent rental agreement with its landlord, and it sells its goods 
maybe at a 5- or 6-percent selling cost. It spends X number of its 
percent of its volume to get people in the store, advertising in the 
newspapers, on the radio, and so forth and so on. 

If you only permit them to add on just this ‘‘pass-through”’ price 
increase, all their percentages are knocked galley west and they come 
out without a profit, because as you gentlemen all know, it is a well- 
known fact that retailing, when it gets through, makes about three 
and a half percent on the dollar sales. The Comptroller's Congress 
figures for any year would show that three and a half percent is a 
pretty good year. 

Mr. Mutter. Well, we can eliminate the public relations or 
advertising percentages. The man doesn’t do that on his net; he 
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does it on his gross. That is entirely within his control.. But when 
you get to the man who is paying a rental which is a percentage of 
his gross, and paying sales commissions, social security, unemploy- 
ment insurance, workers’ compensation, based on what you pay your 
salesmen, and a gross receipts tax, and a franchise tax all based on 
your gross, then of course you are running into trouble. 

Mr. Wotr. You know the subject better than I do. 

Mr. Mvtter. That is a matter of administration and I think it 
should be presented and the suggestion will be received and acted 
upon by the Administrator, rather than the Congress. 

You wouldn’t want us to write into the law exceptions covering 
the items you have shown us, which are luxury items. I think you 
will agree that should be presented to the agency and they should 
be given an opportunity to exempt those items or take controls off 
them, as the case may be. They have the facilities to investigate 
and determine which is a luxury item or not, which items contain 
strategic materials or not. 

One of the items you mentioned was silver. I don’t know what 
our supply of silver is today but in World War IT you will remember 
we had to restrict the use of silver to a tremendous extent. I don’t 
know how it is stockpiled today but that is just one reason why it 
may be necessary to control a luxury item. Not because of inflation, 
but because of the materials that go into it. 

Now let me direct your attention to this, too, on the question of 
absorption of costs. 

Mr. DiSalle is under orders, too. He has a boss. And his boss 
was in here, Mr. Wilson and Mr. Johnston, who are on a level just 
above Mr. DiSalle. They make basic policy, and you may have to 
present these facts to them and get them changed. Let me just 
quote briefly from what Mr. Johnston told us about the basic policy. 

The basic policy we have adopted and put into effect to govern future price 
increases will require greater absorption of cost increases all along the line. It 
is a tough policy. By and large it provides that unless the profit levels of any 
particular industry fall below 85 percent of the average of that industry’s three 
best years during the period 1946-49, inclusive, we do not intend to permit cost 
increases to be reflected automatically in a general upward revision of the indus- 
try’s ceiling prices. As I said, this is not a soft-policy. It is a hard one. But 
it is not a harsh one. We have developed these standards pretty much in ac- 
cordance with Congress’ own thinking in drafting excess-profits tax legislation. 

Now that doesn’t mean that you can’t go in, or a particular firm 
and show that you must have relief under this general policy. But 
pone the individual firm may be able to get relief in an individual 

‘ase, the general policy, in order to keep the profits down, but never- 
thielees kee ‘:p your business making a profit, is that absorption policy, 
of course, and I think it is a good “policy, generally speaking. 

it is going to have its exceptions, and will need correction in specific 
instances. 

Mr. Wor. You don’t mind if I disagree with you. I don’t think 
it is a good policy at all—— 

Mr. Mutter. Well, it is not a good policy for normal times. I 
say it is a good policy in times of emergency, in times such at these, 
when we have to keep down inflation by using every means at our 
command. One of them is to reduce profits. Another is to reduce 
sales. Another is to control the credit. And so on down the line, 
we can take them all in. 
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But no one alone is going to do the job. 

Mr. Wotr. Well, the only one of those that I wouldn’t go along 
with you on is reducing the profits, because after all that is what 
makes the merry-go-round, and that is what makes for the system 
we have. 

Mr. Mvtrer. Well, maybe I shouldn’t say reduce profits. 

Mr. Wotr. That is right. 

Mr. Mutter. Maybe I should say keep profits at a fair level. 

Mr. Wo tr. That is better. 

Mr. Muurer. Our excess-profits tax is a good theory of taxation 
during emergency and wartime period. Therefore you can’t com- 
plain about keeping profits at a fair level. Because if you are going 
to take the excess over fair profits by taxation, it is much better if we 
don’t let you earn those excess profits to begin with. Don’t you agree? 

Mr. Wotr. No, sir. 

Mr. Mutrer. You think we should let you earn the excess profits 
and then take them away by taxation? 

Mr. Wotr. I think taxes should take care of that particular situa- 
tion. 

We have enough in the retail business, of absorption, to.take, by 
reason of the excess labor costs that have been uncontrolled in the 
last 4 or 5 months. 

Mr. Mutter. If we permit the excess profits—assuming we can 
control the excess profits and keep them down to a fair level—if we 
allow you to take the excess profits and try to take them away from 
you by taxation, doesn’t that give the man in business the desire— 
doesn’t it create the desire in him to run up costs and spend money 
which he otherwise would not spend? 

Mr. Wotr. I don’t think so, because NPA controls that pretty 
well. 

Now you and I are talking about something that can’t happen in 
the retail industry. We have a general price order and we can’t 
exceed the margins that we made during the basic period of time, or 
we will have to go back to the prices as of January 25, if we,come under 
the all-inclusive order. 

So there can’t be any such problem. 

But in the meantime under that problem there has grown up the 
excess cost of doing business, because everything we buy, from paper 
to wrap bundles in to tires, to automobiles, has increased in price. 
Therefore, we are not looking for excess profits in our industry. They 
won’t be there. There is no question about that. If they are normal 
we would be very lucky. 

Mr. Meurer. We will argue the question of excess profits with the 
Ways and Means Committee. 

Mr. Wo tr. Yes; that is another story. I don’t feel too competent 
on that one. 

The Cuarrman. If you don’t have any excess profits, due to in- 
creased cost of labor and other items of expense which have risen, 
then you would be immune to the excess-profits tax; isn’t that correct? 

Mr. Wo xr. Yes; you would. Many will be immune to it. 

The CuHarrMan. So it would be an immaterial matter as to whether 
it is passed or not. 

Mr. Wo tr. That is right. 
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Mr. Mutter. Do you have any idea about the control of com- 
mercial rents? Do you think that commercial rents should be con- 
trolled, along with everything else, having in mind that commercial 
rents should be controlled only in those areas which we may describe 
as defense areas, or where there isn’t enough commercial space to go 
around? 

Mr. Wo tr. The committee on which I serve has never discussed 
commercial rents, because it did come up one day and it was said to 
be such a competitive situation that it was not worth while to con- 
sider one as of the things we might advise you on. 

However, speaking for myself personally, as an individual, it is 
pretty difficult to have over-all control without taking that into 
consideration. 

Now, I would not want to express an opinion, sir, without a study. 
I don’t believe in expressing any opinions without study. But it 
would seem that if you were going to have over-all control, you would 
have to take that into consideration, and study what its effect would 
be on the total over-all picture. 

I wouldn’t control anything that didn’t have a broad effect. I 
wouldn’t control things with little effects. 

Mr. Mutter. If a man who is renting space and producing items 
for the defense program must pay an increased rent, the Government 
will have to pay that increased rent to him in the item that he is 
making for the Government. 

The same with your case. If you were renting your space, and you 
had a ceiling price on all your items, and you were not permitted to 
add in the proportionate cost of an increase in rent, you would very 
soon be out of business; wouldn’t you? 

Mr. Wotr. We are not permitted under these ceiling prices to do 
just that. 

Mr. Mutter. I know, but if you got an increase in rent and you 
weren’t permitted to mark your prices up accordingly, that would 
mean less profit, and if the increase was big enough you would be 
operating af a loss. 

Mr. Wo tr. I told you a few moments ago we have plenty of absorp- 
tion without having it written in these regulations, without this pass- 
through. 

The CuarrMan. What percentage of your premises that you occupy, 
do you rent? 

Mr. Wor. Do you mean as our own group? 

The CHatrMan. Yes, sir. 

Mr. Wo r. Our rentals last year, if I remember the figure right, 
was $2% million on a volume of $420 million, which I think is about a 
half of 1 percent of our volume. 

Therefore, since the rent factor is generally 2 to 2% percent in a 
department store, I would say that we don’t rent more than a fifth of 
our premises; that we own about three or four times as much property 
as we want. 

We are all over the country, in a great many little towns. 

Mr. Mutter. Tell me, if you can, of the 7,500 members of your 
association, about what percentage rent their premises? 

Mr. Wo tr. I could get that for you if I had a Comptroller’s Con- 
gress book here. We will be very glad to furnish it for the record. 

Mr. Mutter. I wish you would. 
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Mr. Wotr. We will be glad to give you the exact figures. 

(The information referred to was not supplied in time for printing.) 

Mr. Mutrer. Will you give us the number of renters in your 
association also? 

Mr. Wotr. That would be difficult. 

Mr. Mutter. I mean percentagewise. 

Mr. Wour. To get that we would have to survey it. 

Mr. Mutrer. If you can get it for us, we would appreciate it. 

The CuarrmMan. Have they complained about the increase in 
rents? 

Mr. Wotr. We have not heard about such complaints. 

Mr. Mutrer. One final subject, Mr. Wolf. 

You complained about the proposed amendment for licensing pro- 
visions in the bill before us. We had similar provisions during World 
War II; did we not? 

Mr. Wo tr. Yes. 

Mr. Mutrer. I think the language is taken from the law we had 
in World War IT. 

Mr. Wo tr. Yes. 

Mr. Mutrer. Do you know of anybody who was put out of 
business capriciously, or arbitrarily, because of those OPA licensing 
procedures? 

Mr. Wo.r. From my knowledge, I can’t recall any. But it came 
very late in the OPA, as you know. We fought it then, as we shall 
fight it with every breath we have now, because we think it is like 
cutting off your head to cure a pimple on your nose, and in our 
opinion the power to ruin the reputation of a great institution, when 
you have to control such things as this little dumbell, and your license 
can be revoked, would be just tearing down the good will of that 
organization. 

It isn’t what was done, it is what might be done under a capricious 
situation. 

Mr. Mutrer. That licensing provision is no harsher than the 
case of a license to drive an automobile, if you were a man who had 
to drive an automobile for a livelihood. The first time you were 
caught speeding, theoretically your license would be revoked and 
you would be deprived of your livelihood. But it doesn’t happen. 

Mr. Wo tr. In the State of Pennsylvania, where I live, if anyone 
drives faster than the allotted speed limit, his license is taken away 
from him for 90 days, and he might be a man who needed that car 
to do his work. 

Mr. Mutrer. And that is done the first time he is caught for a 
speeding violation? 

Mr. Wotr. It is done. That is the law in Pennsylvania, sir, and 
it is a good law. 

Mr. Mutter. That is the law; but they don’t do it. 

Mr. Wo tr. Yes, they do. If you have a Member from Penn- 
sylvania here, he will tell you. 

Mr. Mutter. Well, they don’t do it in New York. 

Mr. Wotr. I know they don’t. 

Mr. Mutter. And I think we have as many speeders in New York 
as you have in Pennsylvania. 

Mr. Wottr. I think we have plenty of law to take care of violators, 
and I would not be one, under any circumstances, that would uphold 
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the hand of a violator, but I do have a memory, sir. I remember 
the Lever Act, in the First World War, when I was just about to 
start out as a merchant in Arkansas, and I remember half a dozen 
merchants jumping out the window. And I know we want to avoid 
that legislation. 

Mr. Muvtrer. They didn’t jump out of the window because of 
licensing regulations. 

Mr. Wotr. T hey jumped out of the window because of the capri- 
ciousness of a couple of agents handling the situation. One of them 
was in Albany, N. Y. I remember that particular case. 

Mr. Mutrmr. I don’t think we have anything to fear on that score. 
We didn’t have any such cases during World War II, and I am sure 
we wouldn’t get them today. I think the difference between your 
thinking on the subject and mine is the reason you attribute for the 
issuance of licenses. 

I don’t think you are right when you say they are issued for the 
collection of taxes. There are some cases where licenses are used as 
a revenue producer, in addition to the licensing provision, but licensing 
was never intended to be a revenue producing provision. 

Again you say licenses protect the public against the excessive sale 
of socially questionable commodities. I think the three purposes you 
have given are not the purposes for licensing. 

The Cuarrman. Mr. Multer, we have a great many witnesses this 
morning, and it is essential that we proceed as fast as we can, and 
limit the interrogation, if they are all going to be heard before we 
conclude, because we have a deadline under which we must report 
this bill, before the expiration date. 

Mr. Mutrer. I will yield back the witness, Mr. Chairman. 

The CuarrMan. Are there any further questions? 

Mr. Burrerr. Mr. Chairman. 

The CuarrmMan. Mr. Buffett. 

Mr. Burrerr. Mr. Wolf, you say toward the end of your state- 
ment, “To sum up, the NRDGA believes that price control only 
alleviates the symptoms of inflation.” 

What are the causes of inflation, in your opinion? 

Mr. Wotr. If you will reverse the statement that I made at the 
beginning, vou will find that those causes are easy for you to get at. 

The CuarrMan. You have stated those causes. 

Mr. Wotr. I gave those causes, yes. 

Mr. Burrerr. The list on page 2 of your statement? 

Mr. Wotr. Well, we will take two, and say that when you go on 
a wartime basis, or a possible basis for inflation, you have to do the 
necessary things in the economy which permit you to operate on an 
even keel. 

Usually in the causes of inflation are pressures, pressures by wages, 
pressures of competition—one fellow wants goods because the other 
fellow is going to have the ane loose money in people’s 
pockets, extraordinary credit facilities, all the various things that 
bring to the fore the desires of the people rather than their wants, 
under wartime circumstances. 

Mr. Burrerr. You mean all the items, then, that build up the 
money supply? 

Mr. Wotr. All the items that build up the money supply are import- 
ant in the control of inflation. 
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Mr. Burrerr. And have you seen any effective actions taken in that 
field in the last 10 years, outside of one or two regulations on the rather 
generous credit terms? 

Mr. Wo tr. Speaking as an individual, and not as a retailer, I think 
that the curtailment of bank loans had several times affect upon our 
economy. The change in the reserve requirements had affect, several 
times, on our economy. 

The long-term credit—I don’t believe that 30-day credit is infla- 
tionary, because it is the same as cash, practically. You might say 
that when you give a person 30 days credit, that you are either extend- 
ing to him a courtesy or a service, it has no effect on our economy— 
but when you stretch out an automobile payment to 2 years, or on a 
piano, as I have known in the retail business—when I first came in the 
retail business it was a standard practice to sell pianos on 4-year terms. 
In other words, it took 4 years to pay for that. Well, the economic 
condition of the individual could change a great deal during the 4-year 
period. 

Mr. Burrerr. The credit that is extended adds to the purchasing 
power. 

Mr. Wo tr. Yes, and it needs to be controlled. 

Mr. Burrerr. Are there many categories in your business that are 
now presently being held down in price by price ceilings? 

Mr. Wo tr. At the present time, no. 

Mr. Burrerr. What makes you believe, then, that we are in danger 
of a rise in prices, that makes price controls necessary? 

Mr. Wo tr. Because of the statements of the administration, and 
particularly of Mr. Wilson, that we are going to accelerate our pur- 
chases of materials for use in the war. 

That would, of course, take out of production a lot of civilian goods, 
because of the NPA, which will restrict aluminum, steel, rubber and 
other things, in quantities, make those items scarcer, and, therefore, 
more competition for what remains in the civilian economy, of those 
particular items. 

Mr. Burrerr. When is that change going to have a big effect on 
our economy? 

Mr. Wo tr. I would be a far better merchant than I am if I knew it. 
I would love to know when that is going to happen, because there have 
been so many conflicting statements—one dy we have a scarcity 
and the next day we have plenty—that most of us are quite confused 
as to when that day will be. 

But undoubtedly, if we go on a full war footing, as they say we are 
going to go, the next period of a year should tell that tale. 

Mr. Burrerr. Would those statements encourage or discourage 
inflationary buying? 

Mr. Wour. That is a difficult thing to say. Some of them have 
encouraged inflationary buying. T here is no doubt about that. 

On the other hand, there have been many deterring statements 
made, too, such as the one made about the availability of television 
sets—a million and a half sets in the pipelines. 

It would be helpful to merchants if there were more facts given 
and less- 

Mr. Burrerr. Conversation. 

Mr. Wotr. Conversation, yes. 
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Mr. Burrerr. Perhaps you don’t have these figures at the tip of 
your tongue, but I wonder if you could give us an idea of either the 
industry or chain department stores inventory on May 1, 1951, as 
compared with May 1, 1950? 

Mr. Wo tr. I don’t have the figures exactly, but I would say the 
inventories are somewhere between 27 and 35 percent ahead. But, 
sir, you have a source of information better than ours. The Depart- 
ment of Commerce can give you that almost at any time. Our own 
particular inventories are somewhere in the neighborhood of 30 per- 
cent, I would say. 

Mr. Burrerr. Then so far as supply and demand is concerned, in 
the close future at any rate, the department stores are in better shape 
now than they were in a year ago? 

Mr. Wo tr. As far as the total inventery is concerned, yes, but the 
peculiar thing about the department store business is the American 
public, if we can call them peculiar, and that is the fact that today’s 
plenties may be tomorrow’s scarcities, because if we get a run on all 
red coats, and we have blue coats in stock, just the number of coats 
that we have in stock wouldn’t indicate whether we had enough to 
supply the demand. 

Mr. Burrerr. The commodity index, the Dow-Jones Commodity 
Index, yesterday hit a new low since early December. It broke 
badly yesterday. 

Mr. Wo tr. Yes. 

Mr. Burrert. Does that information cause higher prices or lower 
prices? 

Mr. Wotr. Lower prices, on certain commodities. Of course, as I 
said to you before, if we turn around, now, and take out of production 
a lot of these scarce raw materials, undoubtedly that will make for 
eventually higher prices. 

Mr. Burrerr. Certainly consumer inventories are the highest they 
have ever been in this country, in view of the buying that has occurred 
in the last few months, and store inventories are the highest, production 
has been at an all-time high—so what can make prices spiral from here 
on out, if the Government would collect the excess revenues that it is 
creating for the purchase of war goods? 

Mr. Wo xr. Well, fashion plays such a large part in our whole 
picture, that that field alone would be one in which you would have to 
consider the fact that the woolen goods that went into ladies’ coats for 
sale last fall, as against the woolen goods going into the sale of women’s 
coats this fall—the lining, and all those things, if you wanted the new- 
est thing, that item would be much higher priced than it was last fall. 

Mr. Burrerr. There is a lag. 

Mr. Wotr. That is right. 

Mr. Burrerrt. In that connection, Eric Johnston is reported by the 
press as saying that we think we can hold age increases to roughly 
10 percent annually. 

If wage rates are to go up an average of 10 percent a year in the next 
5 years, let’s say, do you see any way of holding down the price level 
from going up an equivalent amount? 

Mr. Wo tr. No, sir, because everything we do has its relation to the 
wage level. The labor content in the average article that goes into a 
department store is way over 60 or 65 percent and in some cases goes 
very much higher than that. So that you can’t buy goods at 1950 
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levels if you are going to pay 1955 wages, with the 50 percent increase 
such as you describe, 10 percent a year. 

However, it is most important that wages are high. We live by the 
fact that wages are high. 

Mr. Burretr. Yes. In the event that an individual would believe 
that these price control efforts were going to be effective while this 
kind of a wage pattern was going to be followed, and he postponed 
purchases accordingly, he would take a bad beating, wouldn’t he? 

Mr. Wotr. You mean as a merchant? 

Mr. Burrerr. Yes. 

Mr. Wotr. I would think that if you were to analyze those stocks 
about which you are speaking, you would find that the stocks that are 
now in abundance in the department stores would be stocks in hard 
lines of goods. 

Are you familiar with the term? 

Mr. Burrerr. Yes, durable goods. 

Mr. Wo tr. Durable goods, yes; and it is in those lines where the 
greatest likelihood is. They also would be confined in the main to 
staple merchandise, because a merchant, in laying his plans, was very 
careful, or he should have been careful, if he wasn’t, so that I don’t 
think we are facing any great inventory losses, as a matter of fact. 

Mr. Burrerr. In your business, do you see any signs of a flight 
from the dollar? 

Mr. Wotr. No. By that you mean, in an international sense? 

Mr. Burrerr. No; in the sense that people would come into your 
store and buy sterling, fine paintings, and things of permanent value? 

Mr. Wotr. No; we deal with the masses in the main, and there is 
none of that that I know of. 

Mr. Burrerr. You don’t see any sign of that? 

Mr. Wotr. Our fine jewelry business is about the same as it was 
last year, and our silverware business is just about on an even keel 
with what it was. 

Mr. Burrerr. How does it compare with 10 years ago? 

Mr. Wotr. Oh, it is very much higher, because the standard of 
living has increased in the country, and in 10 years’ time there has 
been a great growth in the silverware, and those types of items. 
But not disproportionate to the other standard of living indexes. 

The CuHarrMan. We have a number of witnesses this morning 
who are very anxious to be heard, Mr. Buffett. 

Mr. Burrerr. That is all. 

Mr. Wotr. Thank you again, sir. 

The CuHatrMan. We are glad to have your views, Mr. Wolf. I 
think you have stated your views fairly, and I think it is very 
essential that the industry should have men who don’t come here to 
speak their own individual views, but speak the views of the organi- 
zation they represent. I suspect sometimes some of the men who 
represent some of the big organizations here speak their own individual 
views. 

I know they don’t speak the views of many of the men who are 
members of the organizations they speak for. 

I want to congratulate you. 1 think you have made a very fair 
presentation. 


Mr. Wotr. Thank you. 
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The Cuarrman. Mr. Holman, we are always glad to have your 
views. We have heard you before and we are glad to hear you again. 

Mr. Houtman. I appreciate very much the courtesy of the com- 
mittee over these years. I have had some very enjoyable experiences 
here, and some have not been so enjoyable because of the very difficult 
questions that are very often passed on to me. 

The CuarrMan. You represent the producers of the most universal 
food of mankind. 

Mr. Brown. May I say, Mr. Chairman, that it is very difficult 
for this committee to do a good job without hearing from Mr. 
Holman. He has always been very helpful. 

Mr. Houiman. I appreciate that statement, Mr. Brown. 

The CuHatrMan. You may proceed, Mr. Holman. 


STATEMENT OF CHARLES W. HOLMAN, SECRETARY, NATIONAL 
MILK PRODUCERS FEDERATION, ACCOMPANIED BY OTIE M. 
REED, ECONOMIST, AND M. R. GARSTANG, COUNSEL 


Mr. Hotman. My name is Charles W. Holman. I am secretary 
of the National Milk Producers Federation. The name has been 
shortened since the last time I appeared before the committee. 

The National Milk Producers Federation is a Nation-wide organiza- 
tion of dairy cooperatives composed of 91 direct member associations 
and some 600 or more submember groups, with offices at 1731 I 
Street NW., Washington, D. C. These members and submembers 
of the federation are cooperative associations wholly owned and 
operated by some 450,000 farm families living in 46 States who are 
engaged in the processing and marketing of milk and dairy products. 
About one-fifth of the milk or milk equivalent sold from farms in the 
United States is marketed by producers through cooperatives with 
the federation. 

A current check-up that we are now making indicates that the 
dollar turn-over, this past year, of these member associations, in 
terms of wholesale prices, slightly exceeds $1 billion—that is in 1 
year’s time. 

I appear before you today to oppose extension of title IV and cer- 
tain other provisions of the Defense Produtcion Act of 1950 together 
with the amendments proposed by the administration, notably the 
attempt to saddle upon us subsidies in lieu of fair prices and to shackle 
us with licenses which will give the Government the power of life and 
death over any business enterprise. 

Our experience with this act is a study in disillusionment. Although 
opposed in principle to rigid price controls, the membership of our 
federation last November thought that, since the Congress had 
decided that price and wage statilization should be synchronous, the 
Defense Production Act of 1950 appeared to be capable of fair and 
equitable administration. We overlooked the fact that in the interpre- 
tation and administration of an act its apparent good purposes can 
become perverted. We overlooked the fact that the administration 
of price controls and the administration of wage controls were to be 
in the hands of two groups whose policies have turned out to be 
divergent. 

We also overlooked the fact that the Office of Price Stabilization 
would immediately become the mecca for individuals bursting with 
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untried theories just as the OPA was the mecca and headquarters of 
such strange theories during World War II. 

At any rate we supported the act in good faith only to find it in- 
creasingly difficult to live under. This has been due in large part to 
the abortive view taken of it by many who administer it. The result 
is that our own cooperatives are being sabotaged by reckless and 
unrealistic administrative rulings. 

From the very first it was apparent that policy -making persons in 
OPS wanted to get out of their way any conflicting authority that 
might exist in the laws empowering the Secretary of Agriculture to 
support prices for agricultural commodities and to pierce ceilings 
when allowable and necessary. This broke out into a conflict between 
the two agencies over the support price for powdered milk. These 
and other ills which I propose to relate caused the revulsion of opinion 
among dairy farmer leaders and resulted in two emergency meetings 
of the executive committee of our federation. The last meeting was 
held on May 9, 1951, at which several resolutions were passed. 
Among them was the following: 

The National Milk Producers Federation opposes authority for price and wage 
controls as set forth in the present Defense Production Act and in amendments 
which have been proposed. It opposes subsidies on gricultural products as 


provided for in proposed legislation to extend and amend the present act, and in 
any other legislation. 


The federation does not oppose proposed amendment of the Defense Production 
Act to extend authority for allocations, priorities, credit controls and the requisi- 
tioning and condemning of property. 


The above resolution was not adopted entirely in revulsion from 
administrative policies. During the past 6 months there has been a 
growing belief among our people that whatever the emergency we face, 
it is one of a chronic character like a low-grade fever and may not for 


a long time reach a stage necessitating the harsh control measures 
which are being instituted. We should have known that, even though 
the price-control provisions are optional and not mandatory, the temp- 
tation of such powers would prove overwhelming and industry strait- 
jackets would be applied wherever possible. 

We now hold as follows: 

Present conditions do not warrant price and wage controls of the 
present and proposed types. The economy of the Nation can absorb 
the strain of the defense program without resorting to these types of 
control. 

The price and wage provisions of the Defense Production Act have 
been maladministered. We now have little hope that they will be 
administered without seriously curtailing the production of many 
agricultural commodities and disrupting our economic system to an 
extent not now warranted by the national and international situation. 

Agriculture’s position has been prejudiced. For example, although 
food. prices to consumers had risen in February of this year about 126 
percent over the 1935-39 average, and nonfood items had risen about 
60 percent, the incomes of industrial workers had risen 300 percent 
and factory payrolls had increased 34 times over the average of that 
base period. Between February 1948 and February 1951 consumer 
food items were up 10 percent and nonfood items 9 percent. Indus- 
trial workers’ incomes had risen 17 percent in the comparable period. 
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Milk sold wholesale from farms in February of this year was about 
156 percent above the 1935-39 average but 8 percent below the 
February 1948 level. 

Butterfat prices at the farm were 144 percent above the 5-year 
base but 12 percent below the level of February 1948. As of April 
15 of this year, the average prices to farmers for milk and butterfat 
sold wholesale were still 97 and 89 percent of parity, respectively. 
From the foregoing figures it is apparent that for dairy farmers “the 
time is out of joint.” 

Production costs have risen out of proportion to net returns. 
Income returns of urban people and of producers of alternative farm 
products such as cotton and livestock are in unfavorbale unbalance 
to dairy farmers. Before our people is the threat of price ceilings 
frozen at parity, which would maintain this unfavorable position and 
make it impossible to maintain even the 1950 production volume of 
milk and butterfat. 

Here’s a simple but poignant illustration. The morning papers of 
May 18 carried a story that the Wage Stabilization Board had freed 
farm wage workers to obtain wages on an hourly basis up to 95 cents 
per hour. 

And there has just come into my hands the official order of the 
Wage Stabilization Board of Thursday, May 17, 1951, from which I 
would like to read this paragraph—it is much broader than I had 
anticipated. 

Paragraph 2. Authorizes agricultural wage increases without Board approval 
up to and including one of the following: 

(a) the base rate plus 10 percent. 

(b) 95 cents per hour. 

(c) the piece rate customarily considered as corresponding to 95 cents per 
hour for the particular work, stage of crop season and weather condition. 

(d) $225 per month, without room and board. 

(e) $195 per month, plus the use of a year-round house, and the appurte- 
nances of a full-time agricultural employee. 

(f) $175 a month ,with room and board. Increases beyond these amounts 
must receive Board approval. 

The next step may well be time-and-one-half for such workers for 
over 40 hours a week, and yet we are still unable to get the Department 
of Agriculture to allow a wage return for the farm operator in the com- 
putation of parity. 

The Office of Price Stabilization has failed and is failing to make 
suitable provisions for milk and butterfat prices to rise to levels that 
will maintain production and prevent the shift of dairy farmers to 
other commodities. 

You will note, Mr. Chairman, that I do not say to increase produc- 
tion. It may be quite a while before even increased prices would 
increase production. The best we can hope for at this juncture is 
to prevent, and to retard, the decreasing production of milk and but- 
terfat on the farms, from the 1950 level. 

Prices of cotton, rice, beef cattle, lambs, and veal calves are much 
higher in relation to other commodities than are the prices of milk 
and butterfat sold wholesale. 

This situation is revealed vividly in table I attached to this state- 
ment, which shows the price relationship of selected agricultural com- 
modities for the months of May and June 1950 and April 1951. 

Unless milk and butterfat prices are permitted to rise to a more 
nearly normal relationship with the prices of competing farm com- 
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modities, milk and butterfat production will decrease. It may be 
be argued that the recently announced plans to roll back beef prices 
will cure a part of this disparity. 1 do not believe so. It is rather 
optimistic to expect such a result simply by rolling back meat prices 
in the absence of any consumer ration program. Consumers will 
desire to use more beef at the reduced prices. This will mean short- 
ages and, no doubt, black markets and the rest of the problems that 
arise when such abortive attempts are made to control prices. 

Let me again emphasize, the Defense Production Act does not make 
it mandatory for the Office of Price Stabilization to impose ceilings 
on farm prices when the parity level is reached. 

It does not in fact make it mandatory for them to exercise price 
controls. It is purely optional, and subject to the judgment of those 
administering the law. 

Imposition of price ceilings on a selective basis is permissible, and 
and at any level above parity that would appear to be in the interest 
of this country. The Office of Price Stabilization now has authority 
to permit dairy prices to rise above parity, if it were necessary to enable 
the milk-production enterprise to compete with the other major live- 
stock enterprises and cotton. 

However, announcement by the Office of Price Stabilization of its 
amendment 7 to the General Ceiling Price Regulation imposing ceiling 
prices at the farm level on milk and butterfat as soon as their prices 
reach parity, irrespective of the damage this would do, shows either 
little understanding of the national need or no regard for it. 

It is a slow process to increase milk production. It is a quick one 
to decrease it. In 1942 per capita consumption of milk and its prod- 
ucts averaged 839 pounds—an all-time high. This had declined to 
750 pounds in 1948. Last year it increased to 774 pounds. Total 
milk production is not holding its own in relation to population growth. 

With little to encourage farmers to retain and milk their cows; with 
the discouraging factors of inadequate price returns, draining of man- 
power from the farms into both industry and the Armed Forces, there 
is little reason to believe that this year’s total production of milk and 
butterfat will equal that of last year. For the first 4 months of 1951, 
total butter production showed a drastic decline of 19 percent as 
compared with the same period of last year. Cheese production also 
was down. However, utilization of milk in the form of fluid milk is 
showing a tendency to increase, thus enabling producers in some cases 
to shift their market outlets to where the gains will be more satis- 
factory. 

It is therefore of the utmost importance that the pricing policies of 
the Government should encourage rather than discourage dairy 
farmers. 

The Office of Price Stabilization also has been unrealistic in not 
providing in its regulations seasonal price differentials for such com- 
modities as butter, cheese, and evaporated milk which must be 
stored. If price controls should be continued without reasonable 
allowances for storage and carrying charges, there will be serious 
disruption in normal marketing procedure. The same is true of his- 
torical price differentials based on geographical location. 

I might say that that great principle, which is historic in not only 
dairying but in many other industries, was recognized by former 
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President Hoover when he was in the Food Administration, with 
with respect to administering the Congress’ pricing policy as to wheat. 

The Administrator took, as I recall, 13 or more markets, using 
Chicago as a base, using price differentials for the other markets, 
and so arranging those differentials that the wheat would not be un- 
necessarily drawn from one market to another. 

Whenever Government abandons the historic practices of industry, 
which have grown up over many years, it usually results in confusion 
for the industry. 

Our federation has been deeply concerned with the improper 
administration of the Defense Production Act in relation to agricul- 
tural cooperatives. Under the General Ceiling Price Regulation prices 
of agricultural commodities are permitted to rise at the raw-product 
level until they reach parity. As producer prices increase commercial 
processors may increase their ceilings on processed commodities to 
“pass through,” on a dollars-and-cents basis, the increased cost of 
these commodities. Such increases paid to the farmers are then 
passed along to the ultimate consumer. The purpose of these pro- 
visions is to let producer prices rise to the parity level but to hold 
processing, wholesaling, and retailing margins constant. 

As early as the first week of February we learned that discrimi- 
natory treatment of agricultural cooperatives was being planned in 
OPS. We began a series of conferences with OPS officials and even 
suggested carefully drawn language for an amendment to the regula- 
tion which would maintain equality of treatment. At one time it 
looked as if our recommendations would be accepted in their entirety 
but road blocks were put in the way. The first official move was a 
ruling against the California Fruit Growers Exchange at Ontario, 
Calif., denying it the right to increase prices which were allowed its 
competitors. The federation and other cooperative organizations 
immediately protested the ruling, but it was not until May 11 that 
an amendment was issued to counteract it. That amendment in my 
judgment is inadequate and does not produce equality of treatment 
even among the cooperatives that are members of our federation. 

The amendment is directed solely toward cooperatives that process. 
The OPS regulation ignores the existence in the United States of 
cooperative bargaining associations which may or may not have 
plants but which, under producer contracts, act as sales and collecting 
agencies for members. 

The amendment leaves unsettled the question of the legality of all 
cooperative price increases made between January 26 and May 16, 
1951. While I am advised by our lawyers that there is little like- 
lihood that any court would sustain the legality of so unreasonable 
and so discriminatory an interpretation, this matter ‘should not be 
left in so unsettled a state as to require a court proceeding. That is 
particularly true when under the Defense Production Act appeals 
from OPS rulings can only be handled by special courts under special 
procedure. Dealing with those responsible for policy at this juncture 
is like mending a leaky bucket. You patch it up in one place and it 
promptly bursts out in another. 

The Cole-Ives amendment to the act has been criticized by the 
United States Department of Agriculture. It has been specifically 
criticized before this committee as not easily administrable, by Mr. 
©. E. Wilson. In reference to that, Mr. Wilson said “Carrying out 
this requirement has proved most difficult and could result in the 
maintenance of ceiling prices considerably above those prevailing in 
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areas under marketing agreements.” First, there has been no ex- 
perience in administering the Cole-I[ves amendment. Secondly, Mr. 
Wilson overlooked the fact that under the proviso of the Cole-Ives 
amendment the Secretary of Agriculture has authority to determine 
price ceilings in non-Federal order markets, using the same price 
criteria that exist under the Agricultural Marketing Agreement Act 
of 1937. Consequently, he is in a position, at any time, to adjust 
any inequalities of pricing which might exist between a Federal order 
market and a non-Federal order market. 

I note also that Secretary Charles F. Brannan appeared before this 
committee and stated in reference to this amendment that “The 
amendment would substitute a relatively simple and workable formula 
for one which we believe to be very difficult if not impossible to put 
into effect.”” The Secretary overlooked the fact that the amendment 
offered by the Administration is merely a paraphrase of one phase of 
the Cole-Ives amendment which is presently in existing law. 

I must confess to some degree of wonderment that such a criticism 
should be made by either Mr. Wilson or the Secretary when in my 
personal experience with the high officials of the Dairy Branch in the 
Department the only big criticism made by them was the difficulty 
of establishing marketing areas, and yet the term ‘‘marketing areas” 
is used in the substitute proposal before this committee. 

The Cole-Ives amendment offers three critieria for the establishment 
of minimum price ceilings. They are (1) parity; (2) prices which in 
milk marketing areas will bear the same ratio to the average farm price 
of milk sold wholesale in the United States as the price for such fluid 
milk in such marketing areas bore to such average farm price during 
the base period; and (3) authority to the Secretary to fix reasonable 
prices after taking into consideration the prices of feeds, the available 
supply of feeds, and other economic conditions in any marketing areas 
in order to insure a sufficient quantity of pure and wholesome milk 
and be in the public interest. 

I might say, to that point (3), in assisting Mr. Cole in the drafting 
of his amendment, we drew on the exact language of the Marketing 
Agreement Act, and it has that language which gives the Secretary 
of Agriculture the power to go above parity whenever, in his judgment, 
conditions required. 

We have had a long, varied, and somewhat turbulent experience 
with the Government in administering laws. Many times we have 
been told that actions of the Congress could not be administered in a 
practical way. Later, under insistence by the Congress and the 
people, these same agencies found it practicable to put into operation 
directives which they had previously thought might in some way 
curtail their power. 

So with the Cole-Ives amendment, we are convinced that it could 
be more easily administered than the Agricultural Marketing Agree- 
ment Act which, in earlier years, the Department objected to for the 
same reasons that they now object to the Cole-Ives amendment. 

In regard to this problem, I submit as a part of my evidence a 
memorandum prepared by Mr. Otie M. Reed, our economist, who 
for 9 years was an employee of the Dairy Branch of the Department 
and for several years was the Director of the Branch. I also submit 
copy of a letter from Dr. E. W. Gaumnitz, who for about a period 
of 5 years was Director of the Dairy Branch, United States Depart- 
ment of Agriculture. 
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And I might say that both of these former Administrators indicate 
that the Cole-[ves amendment is capable of being administered with- 
out great difficulty. 

It should be remembered that administration of this amendment 
does not call for the same finely chiseled technique which has been 
developed since 1933 in administering the Federal order markets. It 
is intended to be a rather rough-and-tumble method of handling the 
market-area problems, but there is no reason why the same pricing 
technique cannot be exercised by the Secretary which is exercised 
with regard to the Federal order system. Today the Federal order 
system represents about 150,000 dairy-farm families whereas under 
the Cole-Ives amendment the pricing provisions affect more than 
700,000 dairy-farm families. 

The administration bill proposes to give the President power at 
will to use subsidies to the farmers when ceiling prices paid by con- 
sumers are so unreasonably low that production cannot be main- 
tained without additional compensation paid by the Government. 
When paid, they constitute an irrefutable admission that prices paid 
by consumers do not represent the fair value of the commodities 
which are subsidized. 

I desire to call the committee’s attention to the fact that the sub- 
sidies paid by the Production and Marketing Administration of the 
Department of Agriculture, from 1943 to 1946, inclusive, totaled 
$984,200,207 for milk at the farm, and $222,363,215 for butterfat at 
the farm. 

These payments were paid in lieu of fair prices to farmers, and 
over our continuous protest. 

I also have the amount of the subsidies which were paid by both 
the Reconstruction Finance Corporation and the Commodity Credit 
Corporation to slaughterers. 

I mention that because about 40 percent of all of the beef that is 
slaughtered in the slaughterhouses comes from dairy cows and calves, 

The amount paid the slaughterers by the Reconstruction Finance 
Corporation, from 1944 through 1946, was $1,547,749,694. 

While Commodity Credit Corporation direct payments to pro- 
ducers, through what we used to call the county courthouse systems, 
for that same period, on cattle, was $36,902,552, and on sheep, 
$43,237,326. 

Over a period of time, however, consumers tend to look upon these 
subsidized prices as true market values of the product. Therefore, 
when subsidies are removed, consumers resent the rebound of prices 
to their proper levels. It takes years- to overcome this resentful 
state of mind. The dairy industry has not yet recovered from the 
harmful effects of the butter subsidies in the last World War, and our 
farmers are thoroughly soured in regard to them. Even before agri- 
cultural subsidies were inaugurated, we opposed them in principle. 
We knew that for every dollar they might take off the consumer’s 
grocery bill, they would add a dollar to the Nation’s taxpayer. 

The licensing provisions of the proposed amendment are looked 
upon with disfavor by our members. There is no immediate emer- 
gency which justifies so drastic a regimentation of American economy 
as a licensing system implies. Our opposition to licensing extends. 
back to the Coolidge administration when, under the guise of helping, 
it was proposed to license the cooperatives of the Nation without 
licensing their competitors. A bill to that effect even came out of 
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the House Committee on Agriculture. Our organization was success- 
ful in substituting on the floor the Dickenson bill which provided 
assistance to cooperatives wherever the administration bill provided 
for a hair shirt. 

The CuHarrman. Mr. Holman, will you just discontinue for a 
moment? 

Mr. Houtman. Yes, sir. 

The CuarrMan. I see that a distinguished member of this commit- 
tee has some of the scholars from schools in his district here, and we 
want to welcome them. 

We want to congratulate you on the opportunity of visiting the 
capital of your country. It is a fine thing for all you young people to 
come here and receive the inspiration that comes from the opportunity 
to visit the capital of your country, which represents the dignity of the 
citizen, freedom of conscience, and all the good things that men desire. 

I want to congratulate you also on the fact that you are represented 
by your very able representative, Mr. Paul Brown, who always looks 
after your interests with ability and fidelity. We welcome you and 
hope you will have a pleasant time while you are in the city. 

Mr. Brown. Mr. Chairman, on behalf of these, my youthful con- 
stituents, from Watkinsviile, Ga., I wish to thank you very much. 

The CHarrMan. You may proceed, Mr. Holman. 

Mr. Houtman. Thank you, sir. 

A majority of the American people will do their best to comply with 
any reasonable price control legislation enacted by the Congress, pro- 
vided it is justly and understandingly administered. For those who 
are trying to comply, all that is needed is sympathetic consideration 
of their problems. For the few who willfully disregard the law, 
criminal penalties are already provided. But whenever a business 
institution is licensed, its existence depends upon the license, and only 
the most extreme emergency could even partially justify such an abuse 
by the Government of human rights. 

Neither the Administration’s proposal to establish dairy and live- 
stock parities annually or Secretary Brannan’s proposal to freeze them 
semiannually are acceptable to us. A study which has been made by 
us indicates that the operations of the parity provisions of the Agri- 
cultural Act of 1949 should not be tampered with and that both of the 
proposals would tend to squeeze dairy farmers. A special memoran- 
dum on this point is attached to this statement which was prepared by 
our economist, Mr. Reed. 

If the Congress decides that there must be an extension of the price 
regulatory authority contained in title IV of the act it is our belief 
that parity should be calculated each month as it has been in the past. 

A matter of great concern to us is the conflict which does exist 
between the Defense Production Act and the Agricultural Act of 
1949 with regard to price ceilings and price supports. Under the act 
of 1949 a new modernized parity definition has been built. Support 
prices for agricultural products based upon this parity definition are 
provided for and made mandatory for many major agricultural 
products. Under the conditions prescribed by that act the Secretary 
can support prices at levels higher than parity if necessary to maintain 
production in the national interest. 

Under the Defense Production Act, however, OPS could prevent 
such prices from being established above parity, on the theory that 
the Defense Production Act is the later legislation. 
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Tt is our judgment that to the extent possible, the pricing of agri- 
cultural commodities irrespective of ceilings should be in the hands 
of the Secretary. Consequently we believe that just as the Agricul- 
tural Marketing Agreement Act of 1937 is exempted, so should be 
the Agricultural Act of 1949. 

We do not take kindly to the proposal which would increase tax 
penalties of price offenders. The taxing power of the Government 
should be used only to raise revenue and not to punish offenders. 
There is an increasing resentment over the complexities of tax legis- 
lation that ought not to be ignored by the Congress. 

Summarizing, I have tried to tell you about the principal objections 
which our people have to titles 3 and 4 of the Defense Production Act 
and to proposals related primarily to those titles in the bill which is 
before this committee for consideration. I feel sure that our views 
are shared by most of the organizations in the United States repre- 
senting or connected with agriculture. As I could not possibly know 
what may be the final determination of this committee in regard to 
the administration’s request for extension of the involved titles and 
its proposed amendments, I will conclude by summarizing the mini- 
mum safeguards under which dairy farmers can carry on. They are: 

1. Exemption from the provisions of any price-control act, of the 
Agricultural Marketing Agreement Act and the Agricultural Act of 
1949. 

2. Retention of the entire Cole-[ves amendment in any price- 
control act. 

3. Prohibition of the licensing of business. 

4. Prohibition of agricultural subsidies, direct or indirect. 

5. A mandate requiring equality of treatment for agricultural co- 
operative and other branches of the industry. 

6. Minimum ceiling prices for dairy products and for the milk and 
butterfat used therein, at such levels as may be determined by the 
Secretary of Agriculture to be necessary to assure an adequate supply 
of such commodities. 
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That concludes my direct statement, Mr. Chairman, and I thank 
you for your patience in listening. 

The Cuarrman. Mr. Holman, what is the membership of your 
organization? 

Mr. Houman. Four hundred fifty thousand dairy families in 46 
States. These are the actual farm families who own the coope ratives. 

The CHarrMan. They are members of the cooperatives? 

Mr. Houtman. Yes, sir. 

The CuarrMan. All of them? 

Mr. Houtman. All of them. All of these 450,000. They are not 
all the dairy farmers. 

The CuatrMan. Tell me something about the milkshed, the Wash- 
ington milkshed, for instance? 

Mr. Hotman. Well, sir, a milkshed is that area surrounding a city 
from which the milk naturally flows into the city, very much like a 
watershed. 

The CuatrMan. What does that include, in the city of Washington? 

Mr. Houtman. I can illustrate that by taking Mr. Gamble’s State, 
and that of the gentleman from Brooklyn. 

Mr. Murer. The chairman was asking about the District of 
Columbia. 

The CuarrMAn. What is included in the District of Columbia 
milkshed? 

Mr. Houtman. The normal supply of milk adequate to take care 
of the District comes in from approximately a radius of 65 miles, on 
both the Virginia side and the Maryland side. 

_ The Baltimore milkshed comes right up to the District of Columbia 
milkshed, and vet the milk naturally goes into Baltimore, or naturally 
goes into the District. 

The CuarrMan. It would include the city and approximately 65 
miles? 

Mr. Houtman. Yes. 

Mr. GamBuie. Expect where the city of Washington and the city 
of Baltimore milksheds meet, it would be less than 65 mile radius 
at that point. 

Mr. Houtman. Yes. Of course you know Baltimore itself is not 
65 miles away, but there is milk 65 miles out of Washington, in the 
western part of Maryland, that comes into Washington. 

The CuarrMan. How are the marketing agreements affecting your 
industry? 

Mr. Hotman. Why, they have helped our people a great deal. In 
fact, I think I am partly personally responsible for the beginning of 
the marketing-agree ‘ment system as I was on a drafting committee 
appointed by | Secretary Wallace in 1933, when we tried to give some 
legislative relief to agriculture, and I managed to get into the report 
of that committee and into the legislation—the original Agricultural 
Adjustment Act—the provisions which later on de ‘veloped into the 
Agricultural Marketing Agreement Act of 1937. 

Under that system, the public hearing device is used. The coopera- 
tive, as a rule, initiates the request for a Federal order. 

The Secretary's s staff studies the request, and then redrafts the 
proposed agreement, if they think it desirable. Then they hold a 
public hearing, after which there is a period of about 3 wee ‘ks given in 
which to file exceptions. 





1344 DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


Then there is some more modification, and then finally the Secretary 
sends the agreement back to the district for the farmers themselves to 
vote upon. They either vote it out or they vote it in. 

As I said earlier in my testimony, about 150,000 dairy-farm families 
are under that pricing method, and nearly all of them are members of 
our organization. 

The CHatrMan. How does the market price of butterfat and milk 
compare with the parity price? 

Mr. Houtman. The support price on butter, in order to place a floor 
under the price for milk, this year is 66 cents for grade A butter, and 
64 cents for grade B butter. 

In addition to that, the support price is 15 cents a pound for spray 
process skim-milk powder, and 13 cents for roller process. 

The combination of the butter and the skim values brings about the 
price for whole milk at the farm. 

I would like to ask Mr. Reed, on my left, to give the figures on that, 
if he has them. 

Mr. Reep. The Department, when it issued its program—— 

Mr. Gamsue. Will vou identify yourself further, Mr. Reed? 

Mr. Reep. I am Otie M. Reed, economist for the National Milk 
Producers Federation. 

Mr. Gamesue. Thank you, sir. 

Mr. Reep. The Government’s price-support program was estimated 
by the Department of Agriculture to put a floor under dairy prices at 
approximately 90 percent of parity. I believe their actual figure was 
89 percent. 

The actual percentage that market prices of butterfat were of 
parity, on April 15, this year, was 89 percent. 

The percentage that the actual price received by farmers for all 
milk sold wholesale from farms in the United States, was of its parity, 
April 15 this year, was 97 percent. 

The CuarrMan. I didn’t hear that. I wanted to know the support 
price with reference to the market price, on milk, at this time. Can 
you give us that? 

Mr. Reep. The support prices as of now are somewhat under the 
actual market prices. Market prices have increased somewhat since 
those support prices were announced. 

The CHarrMAN. How much is being purchased in order to main- 
tain the support price? 

Mr. Reep. Well there is practically nothing being purchased under 
the price-support program, because market prices have risen above 
the levels at which the Government will purchase. 

Mr. Gamste. So they don’t need to purchase? 

Mr. Reep. That is right. It is going out into the market at a 
level above the Government guaranty. 

The CuarrMAN. What variation is there in the price of milk across 
the country? Is it a uniform price? 

Mr. Reep. No, sir; it varies quite significantly geographically, and 
also prices vary between milksheds in a significant degree. 

Even the prices of butterfat sold from farms in the form of cream 
vary from State to State. There is quite a standard geographical 
pattern of pricing. 

Mr. Hoiman. I might say also that prices within the dairy indus- 
try vary in relation to commodities. There will be different prices 
for milk used as fluid milk, evaporated milk, butter, and cheese. 
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Mr. Gamsuie. Does it vary particularly in the city areas? For 
instance, New York, Philadelphia, Chicago—do those prices vary 
considerably as against the small communities? 

Mr. Houtman. Yes, sir; there is some difference there. 

Of course, in your own State, the price of milk going into New 
York City sold by the Dairymen’s League is a pool price, taking into 
consideration everything that is sold, with the pooling point at the 
201- to 210-mile zone out of New York City. . That begins to get 
really into the milkshed of the State. 

Mr. Gamsuz. That would be your radius of 200 or 210 miles as 
against 65 miles in Washington? 

Mr. Houtman. Every 10 miles farther out the price is less by the 
freight rate, and every 10 miles coming in, it increases by the freight 
rate. 

Mr. GamBie. Well, you started to say something about the New 
York milkshed. Would you just say what you had in your mind? 

Mr. Houtman. Well at that time I was just illustrating what a 
shed is. 

There are communities out in western Pennsylvania, where, on 
one side of the road, the milk will be going into Pittsburgh and on the 
other side of the road the milk will be going into New York City. 

Mr. Gamsie. But it works out satisfactorily? 

Mr. Houtman. Yes, sir. 

The CHatrman. Of course the milkshed, for the larger cities, is 
very much greater. For instance for New York. 

Mr. Houman. Oh, yes; New York goes out customarily as much as 
500 miles for its milk. 

The CuarrMANn. Now you have made a statement, Mr. Holman, to 
the effect that 40 percent, I believe you said, of the slaughtered cattle, 
were milking cows or dairy cows? 

Mr. Houtman. That is correct, sir. 

The CHarrMan. How much is the average milk producer affected 
by the meat price? What proportion of his income comes from the 
production of meat? 

Mr. Hotman. I am unable to give you that proportion, but a very 
considerable part of it does come from the sale of older cows. 

The CHarrMan. What does the industry receive now from the 
maintenance of the support price? 

Mr. Houtman. Our farmers are not receiving any direct payments, 
sir. There are no subsidies. Unless you want to call a price support 
a subsidy, and we don’t believe that that is a subsidy. 

The CuarrmMan. No subsidies? 

Mr. Houtman. No, sir. 

The CHarrMaNn. What are they receiving from the support price 
at the present time? 

Mr. Hotman. Well, they are receiving very little. I think, this 
year, only 220,866 pounds of butter has been purchased by the Depart- 
ment, 115,165 pounds of cheese, and 3,615,845 pounds of dry milk 
powder. 

Now mind you, this is almost the 1st of June. 

Mr. Mutrer. How much was that in dollars and cents? 

Mr. Hoximan. In dollars and cents—if you wait just a minute, 
Mr. Reed will make the computation. 
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While he is doing that, IT point out that in contrast to the rate of 
purchase this year, the Government from 1949 to 1950 up to the 
January-March period of 1951, in which nothing was purchased, had 
bought 242,200,000 pounds of butter, 134,400,000 pounds of cheese, 
and 678,000,000 pounds of dry milk powder. 

The CHarrMan. What did that cost? 

Mr. Hotman. That cost a considerable amount of money, but the 
Government was able to dispose of all of the butter and all of the 
cheese, and I think they practically disposed of all of the dry milk. 
In some cases it went back to the regular trade at a price above the 
purchase, and, in other cases, certain parts of it were distributed 
through the school-lunch program. In other cases, it was sold under 
what are called negotiated prices which I think is practically equiva- 
lent to giving it away, to foreign governments. 

The CuarrmMan. What did the Government pay for the butterfat 
per pound, at that time? 

Mr. Hotman. The price for butter—you see the price is made upon 
butter, rather than upon butterfat. 

The CHarrMan. Yes. 

Mr. Houtman. And the support price was 60 cents a pound from 
April until the Ist of September, and 62 cents a pound thereafter, 
during that vear. 

The price of cheese was approximately half of that. 

The price of milk powder—this is a nonfat dry milk powder, known 
as skim-milk powder, the guaranty on that was 12.5 cents for spray 
process, and 10.5 cents for roller process. 

Now the total amount of money that has been spent this year is 
$145,200 on butter, $43,762 on cheese, and $542,250 on dry milk. 

Now I make this prediction: That by the 1st of December there 
will be no butter and no cheese in the hands of the Government, and 
that it would be possible for the Government to sell back to the trade 
all of the butter that it has bought, at more than the present purchase 
price. 

I could not make such a prediction for dry milk, because, under 
the Second World War program, the dry-milk industry of this country 
was abnormally developed. In fact, it was doubled, and the result 
was that, after decontrol, the entire trade and the cooperatives, which 
represent most of that trade in production, found that there was 
much more powder being produced than we could find normal domestic 
outlets for—and it takes several vears to build up new outlets. 

The CHarrMan. The support price has stabilized your industry, 
has it? 

Mr. Hotman. Oh, ves. 

The Cuarrman. And has rendered a great service, isn’t that right? 

Mr. Houtman. It has rendered a great service. We thank this 
eommittee for having put it in. 

The CHatrMAn. What loss did the Government sustain in disposing 
of the purchased commodities? Do you know? 

Mr. Hotman. I don’t know. We haven’t seen any accounting, 
and we particularly don’t know just exactly how the Government 
interprets this negotiated price, that they talk about. And a large 
part of these products, that went abroad to these other governments, 
was on the basis of negotiated prices. 

Only last night I was talking with a delegation of dairy farmers 
from Denmark, and I happened to mention that, and they said, ‘Yes, 
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Denmark bought a lot of that powder and got it very cheap.” I 
imagine it was almost freight. 

The CuatrmMan. Are your dairy herds increasing? 

Mr. Hotman. No, sir. I have here a table which shows, using 
the 1925-39 years as a base period, the average number of milk cows 
on farms in that period were 22,952,000. 

The average number in 1950 was 22,779,000. 

The total milk production, however, in the base period, was 
100,369,000,000 pounds and in 1950 it was 120,555,000,000 pounds. 
Here is the answer to that. The average production per cow in 
1925-39 base period, of milk, was 4,379 pounds. 

That production gradually increased, over the years, until in 1950, 
the per cow production was 5,292 pounds. 

Mr. Mutter. In what year? 

Mr. Houman. In 1950. 

Mr. Gampie. How do you regulate nature? 

Mr. Hotman. How do you do that? 

The CuarrMan. How do you account for that? 

Mr. Houtman. To a great extent, first, improvements of breeds, but 
also the use of what is known as artificial insemination. 

We have great artificial insemination plants, great herds of bulls, 
with proven records, proven dams and proven sires, and in that man- 
ner one bull can serve many, many cows. The product is handled in 
the laboratory, put into capsules, and shipped many miles away, 
frequently by plane, and put into the hands of veterimarians, who 
perform the normal services of the bull. 

The CuHatrman. Do you think further increases can be accom- 
plished? 

Mr. Houtman. Yes, sir; I think it is entirely possible. I am guessing 
at this now—that the average milk production per cow, in this country, 
will far exceed 6,000 pounds per cow. It may go up to 7,000 pounds. 

We have it right now. A great many cows in this country give as 
high as 10 or 11 thousand pounds of milk per year. 

Then there are experiments being conducted by the Government, 
right out here at Beltsville, in which they are crossing a certain type 
of Brahma, Indian cattle, with our thoroughbred cattle, and I am 
told by Dr. O. E. Reed, the Chief of the Bureau down there, that he is 
getting excellent results both as to volume of milk, and as to the 
amount of butterfat in the milk. 

The CuarrMan. A continuous supply of milk is very essential for 
the people. 

Mr. Houtman. Yes, sir. 

The CuarrmMan. Have there been any acute shortages in any milk 
sheds? 

Mr. Houtman. Oh, yes, sir. Our shortages in the Second World 
War were largely due to shifts of civilian population, plus the shifts 
of the military. 

Already, the draft program has caused the reopening of the camps, 
particularly in the southern and southwestern areas, which normally 
are deficit milk areas for the civilian population. 

As a result of that, there is a great increase in the movement south 
of milk from the Middle West, and from Missouri, in tank cars, and 
there is also an increase in the use of the dry milk powder, on what 
they call a reconstituted basis—they take powder and put water in 
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it, a certain amount of water, and bring it back to about the same 
taste and consistency as fluid milk, except that it doesn’t have any 
fat in it. That is the principal objection to it, but a lot of people like 
it because they are trying to slim down. 

The Cuarrman. Mr. Brown. 

Mr. Brown. Mr. Holman, in my district, in the last few years, 
many producers of cotton have gone into the dairying and beef cattle 
business. I think that is prevalent throughout my State and prac- 
tically all the Southern States in the last few years. 

I am quite sure the production of milk in those States has doubled 
in the last few years. You are familiar with that, I am sure. 

Mr. Hotman. Mr. Brown, I just came back from 

Mr. Brown. You see, we can grow grass the year round. 

Mr. Houtman. That is right. I just came back from Mississippi. 
As you know, I was born there. 

The CuarrMan. You and your organization are certainly conscious 
of the terrible effects of the inflationary tendencies which now prevail, 
are you not? I mean you want to do everything you can to fight in- 
flation, don’t you, because it takes away the income of your people 
and destroys their productivity. I am sure you would be willing to do 
anything you could to fight that tendency. 

Mr. Houtman. Oh, yes, we are very willing to do it. There may be 
some differences of opinion as to the best way to do it. 

The CHarrMan. Well, I mean you realize the very great importance 
of the ultimate objective? 

Mr. Houtman. Yes, sir. 

The CHarrMAN. But you are opposed to price control, and you are 
opposed to wage control. That is the attitude that your organization 
takes. 

Mr. Houiman. In this bill, yes. 

The CHarrmMan. Well, if price control and wage controls are essen- 
tial to stabilize the value of the dollar, and to give your people the pur- 
chasing power that they should have with their earnings, would you 
be in favor of it, if you could be convinced of that? 

Mr. Houtman. We thought we were in favor of this bill last Novem- 
ber. We find now that we have another OPA on our hands over there, 
and that is none too pleasant to deal with. We have got some very 
fine friends over there, too, but they are unfortunately not, in the par- 
ticular departments, quite at the levels where they can actually make 
the policy. 

I don’t know of a finer put-together staff than the Dairy Branch of 
ESA. We helped them to get some good people. But what those 
fellows recommend is just turned down and mashed all up, and it 
comes out a different kind of an animal. 

Mr. Gampie. That is because they know something about the 
industry, isn’t it? 

Mr. Houtman. Yes, sir; that is the Dairy Branch people. 

The CuarrMan. Don’t you have an advisory committee to meet 
with the Office of Price Stabilization? 

Mr. Hotman. Yes, sir; some of the leaders of our Federation are 
on a joint advisory committee of the Secretary of Agriculture and the 
Price Administrator, but 1 am sorry to tell you that the advice isn’t 
taken, particularly. : 

The CuatrMan. Well, don’t you have members of your own organi- 
zation on the committee? 
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Mr. Hotman. Yes, sir; that is an industry committee on which, as I 

— we have six members. It is a committee of about 21 or 22 
eople. 
¢ The CuarrMaN. Are they satisfactory to your organization? 

Mr. Houtman. The committee itself is a very satisfactory committee. 
It services both the Department of Agriculture and the Price Adminis- 
trator. 

The CHarrMaNn. Well, have you had satisfactory relationships with 
the office, in your committee? 

Mr. Houtman. Well, we have nice meetings. 

The CHarrMan. I mean do they give consideration to your views? 

Mr. Hotman. Mind you, Mr. Chairman, there is nothing personal 
in our position here. It is simply our experience, with the last time 
we had price control, and we see the same pattern, and many of the 
same men, digging right in and getting control of the policies of the 
organization, and we just know that unless this thing is changed, that 
we are going to be in a strait-jacket. 

The CHatrMan. Well, you won’t have the same people this time 
that you had the last time. 

Mr. Houtman. There are quite a number of them over there now. 

Mr. Gamste. All professors, you mean? 

Mr. Hotman. Well, some of them are lawyers. 

The CuarrMan. Mr. Wolcott. 

Mr. Wotcorr. Mr. Holman, is the production of dairy products a 
seasonal operation or is it a year-round operation? 

Mr. Hotman. It is a year-round operation, every day of the year, 
sir. That is true of all the production of fluid milk. There are still 
a few communities in certain parts of the West where it is largely a 
spring and summer industry—the production of butterfat, that is. 

Mr. Wotcorr. How would it be possible for you to determine your 
parity at the beginning of any particular season as proposed in the bill? 

Mr. Hotman. Well, that is quite a complicated process. It is done 
from month to month by the Department. 

Mr. Wo cort. If it is not done from month to month, as is proposed 
in these amendments, what would be the criteria by which parity 
would be established? 

Mr. Houtman. Well, the proposed amendment would make it 
annual. The Secretary’s recommendation is to make it semiannual. 

Mr. Wotcort. You haven’t any seasons, so how could the Secretary 
of Agriculture, or the Office of Price Stabilization, or whoever does it, 
determine parity for dairy industry except on a month-to-month 
basis? 

Mr. Houman. I don’t see how they could. In fact, I think that it 
would be unwise to attempt to compute parity and administer parity 
annually for any agricultural product. 

Mr. Wo corr. Would it be possible to do so and at the same time 
provide a fair and equitable price ceiling? 

Mr. Hotman. I don’t know how to answer that question. 

Mr. Wo corr. Well, if you took the highest price, it wouldn’t be 
fair to consumers and if you took the lowest, it wouldn’t be fair to 
producers. 

Mr. Horan. That is right. This table shows the monthly varia- 
tions in parity computations throughout an entire year’s period. We 
took 1939, and all the years down through 1951. 
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The first part of the table shows parity in terms of cents per pound 
and second half of the table shows the deviations of monthly prices 
ach year. 

It would indicate to us that the dairy farmer, at least, would not get 
as good a price return by either the annual freeze or the semiannual 
freeze, as he would if ceilings were based on parity computed monthly. 

Mr. Mutter. That table applies just to your industry? 

Mr. Houtman. Yes, sir. Well, that is our conclusion as to how they 
apply to our industry; yes, sir. Of course, whatever applies to our 
organization applies to every dairy farmer in the United States. 

The CuarrmMan. To what extent does the price of milk ordinarily 
vary during the vear? Are there certain seasons of the year when it 
varies? 

Mr. Houtman. It usually goes down in the spring, and goes up in the 
fall. In some communities it will go down the equivalent of a cent a 
quart, which would be a farm price of 46 cents a hundredweight; in 
other communities it may go down more than that. 

In some communities it remains almost constant for every month in 
the vear. 

That is generally true of the deficit communities, like Houston, 
Tex., or communities like Dallas, and others, where there is hardly 
enough milk to go around. 

The Cuarrman. Where there is an ample supply it stays constant? 

Mr. Houtman. No, it is more likely to vary seasonally. When there 
isn’t an adequate supply, your spring and summer price is more likely 
to resemble your fall and winter price. 

Mr. Woxcorr. Now, you testified that you have increased your 
stock through artificial insemination to the point where you are 
producing, per cow, more milk than you produced, on the average, 
prewar, and that we have a less number of head of cattle now than we 
had then? 

Mr. Hotman. Yes, sir. 

Mr. Wotcorr. But more milk is being produced? 

Mr. Houtman. Yes, sir. 

Mr. Woucorr. On the same basis, using the same base period, 
have you any figures on the per capita consumption of milk, butter, 
cheese, and other dairy products? 

Mr. Houtman. Yes, sir; if you will just give me a moment. 

We have here a table from the Bureau of Agricultural Economics, 
known as table 62, and it gives the per capita consumption for a very 
extended period, ranging from 1909 to 1950, not only for all milk, but 
also for fluid milk and cream, butter, cheese, evaporated milk, con- 
densed milk, dry whole milk, dry skim milk, and ice cream. 

The total per capita consumption of milk, that is what we call 
whole milk equivalent—that means milk or cream used in any form— 
in 1909 was 763 pounds. ‘That rose gradually to 839 pounds in 1942, 
which was the peak year. 

Then it began to decline, and from 1946 on, it has gradually declined 
to where it is only 774 pounds in 1950. In other words, it is getting 
back a little bit toward the 1909 standard. 

Mr. Murer. Are you giving us consumption? 

Mr. Houtman. I am giving you the total per capita consumption. 

Mr. Murer. Consumption or production? 
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Mr. Houtman. Per capita consumption. And that first column I 
read is the total per capita consumption of all forms of milk. That 
would be fluid milk, cream, butter, cheese, and so on. 

Now that will vary according to particular commodities. Take 
butter, for example, the per capita consumption of butter in 1910 
was 18.2 pounds. In 1911, it was 18.5 pounds. That consumption 
has gone down to where, in 1950, it was 10.8 pounds. 

Mr. Woucorr. Now, is it possible from the information which you 
have there, from the Department of Agriculture statistics, to deter- 
mine, in the aggregate the per capita distribution of the total produc- 
tion? 

Mr. Houtman. That is in this table, if I understand your question. 

Mr. Wo.cort. | ask unanimous consent, Mr. Chairman, that that 
table be inserted in the record. 

The CuHatrMAN. Without objection, that may be done. 

(The information referred to is as follows:) 


TABLE 62.—Per capita consumption of dairy products, United States, 1909-50} 
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Mr. Wo xcorrt. Is the per capita consumption of the total production 
of dairy products more or less in 1951 than it was in 1950? 

Mr. Houtman. Well, it is bound to be a little less, because the cows 
are pretty rapidly going to slaughter. 

Mr. Wotcorr. Why are they going to slaughter? 

Mr. Horman. First, the income to the daity farmer, the net 
income, is out of line with the income for alternative products, such as 
livestock for beef purposes, lambs, and in the South, cotton. 

Mr. Mutrer. You mean he is getting more for his livestock than 
he could earn if he kept it and produced the milk? 

Mr. Houtman. That is correct. 

Mr. Mutter. He is making a better profit that way? 

Mr. Houtman. The result is this: I can take an old dairy cow, a 
Holstein, fatten her up a little bit, and ship her to the market and get 
$300 for her for beef. And that is quite a temptation, when you have 
case after case, all over this country, where Mr. Hershey has taken the 
boy, and the local draft board hasn’t given any exemption or any 
delay, and the people feel that they are too old to do this fairly heavy 
work, so they sell off their cows and lease the land, and sometimes live 
in a little farmhouse, but generally move into a little village. 

Mr. Wotcort. How long does it take to build up a dairy herd? 

Mr. Houtman. Three years, and even in the third year you don’t get 
the full production of a cow. 

Mr. Wotcorrt. If we make a mistake, then, in the application of 
these controls, they not only affect the immediate production of milk, 
but we are likely to have the program with us then, for another 3 years 
after the program is abandoned; is that correct? 

Mr. Hotman. That is correct, sir. That is one of the tragedies of 
the picture. 

Mr. Wotcorr. The same thing is true of the production of beef 
cattle? 

Mr. Hotman. Yes, sir. 

Mr. Wo tcorrt. It is a little shorter period, perhaps. 

Mr. Hotman. No; it is not as true of beef cattle. I believe the 
tendency is to send beef to market younger and younger all the time. 
We have what they call baby beef, and 2-year cattle and 3-year cattle. 
We don’t have many 4-year-olds any more. 

Mr. Wotcorr. The tendency under price control might be to send 
it right off the range, into the market, isn’t that right? 

Mr. Houtman. Yes, sir. One of the difficulties of beef cattle, and I 
shouldn’t talk about it except in relation to dairying, is that it takes 
the incentive away from the cattle feeder. It is a gamble anyway, — 
when you feed cattle, and when you remove the incentive to make a 
little money on it, why, then you lose when they do go to slaughter. 

Mr. Wotcorr. The dairy industry, if left alone, will proceed un- 
hampered with this program of increased production, will it not, 
having in mind the artificial insemination process of building up the 
quality of your herds, and the per head production of milk. What 
might we expect by way of production in the next 5 years, as compared 
to what it was, say, 2 years ago? 

Mr. Hotman. At the end of 5 years, it would undoubtedly be 
considerably increased. It might be very difficult, for the next 2 
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years, to discover very much increase, because, as I said a while ago, 
it takes at least 3 years to rebuild a herd. 

Mr. Wo corr. Well, assuming that nothing is done to the herd; 
that is, if this program ‘has no effect at all. 

Mr. Houtman. That is right. Instead of vealing a calf, you keep 
it on the farm, and raise it ‘to a heifer, and breed it, and it is another 
year before it begins to produce. 

Mr. Wo corr. Then we might expect, unless the Government steps 
in and does something injurious to the program, that the production 
of milk and dairy products will be on the increase, making possible 
an increase in the per capita consumption of dairy products? 

Mr. Houtman. Yes, sir. 

Mr. Woucorr. Do you believe that the program as has been out- 
lined and as is being practiced now, will interfere with the normal 
increase in production? 

Mr. Houtman. Yes, sir; I do. 

Let me illustrate on that. Theoretically, the farm price is not 
controlled until it gets up to parity, but even before some of these 
dairy prices got to parity, the OPS had a ceiling control over the 
farmer’s price by exercising its power over the processor and the 
retailer, so that it doesn’t matter—I know of a dozen communities, 
where we have member organizations, where, during the last 6 months, 
they had prefreeze arrangements, just like labor saying that they had 
some previous arrangements for contracts and got their raises because 
they had those arrangements. 

When the price freeze order came in, requiring the processor to 
pass all of the raise on to the consumer, without allowing anything 
for himself in connection with the cost of handling his. milk, the 
distributors went on a kind of a strike. They simply told the farmers, 
‘‘We won’t increase your milk price at all.” 

But many of these distributors have labor contracts, where the 
milk driver gets a commission based upon the value of the product 
rather than the volume of the product, and this is a certain definite 
percentage of the consumer’s price that the driver gets. So if the 
price goes up a cent, the driver gets a certain percentage out of that 
cent. 

Now, the dealer says that as long as the driver has that contract, 
they can’t continue to lose money. 

Mr. Wotcorrt. In other words, the dealer would have to absorb it? 

Mr. Hotman. Yes. That has been modified a little bit in a later 
amendment. We did what we could to get these people to see the 
light, but it has by no means been brought about to a satisfactory 
extent vet. 

Mr. Wotcort. Have you any figures on the importing of dairy 
products? 

Mr. Houtman. I don’t have them with me. 

Mr. Wotcorr. Can you give us some of them from memory? 

Mr. Hotman. I will be clad to furnish you with the latest figures 
we can get from the Department of Commerce. 

(The information referred to is as follows:) 
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Production imports and percentage imports are of production for specified dairy 
products, by years, 1935-39 and 1945-50 





Butter (farm and factory) ree ste 
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Condensed milk (unskimmed, case, Nonfat dry milk solids~-human 
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1 Less than 500,000 pounds. 

2 Preliminary. 

Source: Production figures from Bureau of Agricultural Economics, USDA; import data published by 
Bureau of the Census, U. S. Department of Commerce. 

National Milk Producers Federation, June 1951. 


Mr. Wotcorr. Percentagewise, about what percentage of our con- 
sumption of dairy products is of imported products? 

Mr. Ho_man. It is mostly cheese. We would have about 60,000,000 
pounds of butter a vear come in here lately if it weren’t for the fact 
that Congress has been kind enough to keep renewing a part of the 
Second War Powers Act under which the Secretary of Agriculture 
prohibits the importation of butter and certain other fats. 

The CuarrmMan. Where would that come from? 

Mr. Houtman. Mostly from Denmark. 

The CHArRMAN. Scandanavian countries? 

Mr. Houtman. Yes. Denmark, and New Zealand, would be the 
biggest sources right now. — 

The CuatrMan. What is the ceiling price on butter? 

Mr. Houtman. There can’t be a ceiling price on butterfat at the 
present time, because it hasn’t come up to parity yet. The market 
price for butter, wholesale market price, is something over 66 cents 
a pound, which is the Government’s buying price. 

Mr. Wotcorr. By the market price, do you mean the retail price? 

Mr. Houtman. The wholesale market price. 
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Mr. Wotcorr. Mr. Multer asked what the retail price is. What 
is the spread? 

Mr. Houtman. I have here the quotations from the apy | Mer- 
cantile Exchange, which is the butter-operating group in Chicago. 
On May 25, Chicago price was 70 cents for 92-score butter and the 
New York price was 70% cents. That is too narrow a spread. 

Only a day or two before it was a cent and a half differential. 

Mr. Mutter. Those are the wholesale prices? 

Mr. Houtman. Yes, sir. 

Mr. Mutter. Do you know what the average retail price is for 
that same butter? 

Mr. Houtman. They will average over the Nation about 10 to 12 
cents a pound more than the wholesale price, and that includes the 
cost of freight. 

The CuHarrMan. Has the Office of Price Stabilization placed a 
ceiling price on any dairy products? 

Mr. Houtman. The application of amendment No. 7 would auto- 
matically put ceilings on milk and butterfat at the farm level. Of 
course, if the producer price goes up, Mr. Chairman, the ceiling can 
go up at the wholesale level until producer prices reach parity. 

Mr. Woccort. I don’t know whether it is possible to answer this 
next question, but do you care to discuss the spread, and the cause 
of the spread, between the price of raw milk, paid to the producer, 
and the price of milk paid by the consumer? I know there are 
many factors that enter into it. 

Mr. Houtman. I can only discuss it very roughly. I have no figures 
on it, for any market. But it is a well-known fact that the two 
largest costs, from the time the milk leaves the farm until it gets into 
the consumer’s hands, is labor and transportation. 

The cost of labor, particularly in the cities where milk is consumed, 
is tremendous. |! know that in Chicago, we have the seniority 
system prevailing in the unions there. 

Mr. Woucorr. What kind of a system? 

Mr. Hotman. Seniority system, just as you have on your con- 
gressional committees. There are many wholesale drivers who are 
old and decrept, so decrepit that they can’t lift a case of milk down 
from the truck and take it into the store, or put it on the sidewalk. 
So the union provides a husky young driver, who has the title of 
assistant, and the old gentleman goes right along drawing a thousand 
dollars a month for sitting. The other man gets a big salary, too. 

Mr. Murer. How much does he draw? 

Mr. Houtman. A thousand dollars a month. 

Mr. Mutter. $250 a week for a driver? 

Mr. Houman. Yes, sir; for sitting. That is fluid milk. 

Mr. Wotcorr. That is $12,000 a year. 

Mr. Houman. Yes, sir. 

The CuHarrman. Is that a milk driver, $12,000 a year? 

Mr. Houtman. Yes, sir; that is correct. 

The CHarrMan. He is not elected to that office, either, is he? 

Mr. Gampue. Where do you apply for those jobs? 

Mr. Hotman. Now mind you, [ said that is only where seniority 
applies. That isn’t the average. The average, though, is pretty 
high. 
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Mr. Wotcorr. In other words, we Members of Congress couldn’t 
get a job paying $1,000 a week immediately. We would have to get 
some seniority? 

Mr. Hotman. Yes, sir. 

The CuarrMaANn. The same principle applies as in Congress. 

Mr. Hotman. The same principle. 

Mr. Wotcorr. Grade A milk 1s selling here in Washington, retail, 
at 2 quarts for 41 cents, or approximately 20 cents a quart—21 per- 
haps, if you buy a single quart. 

Relatively, what does that mean to the producer? How much is 
that milk at the farm which sells for 21 cents a quart? 

Mr. Houtman. Well, all the milk is priced f. 0. b. Washington. The 
producer has to pay for the transportation from the country into town. 
As I recall, the current price for milk, in this district, to be exact——— 

Mr. Wotcorr. You may have it in pounds. I would like it in 
quarts, if I can get it. I would like comparative prices. 

Mr. Hotman. We will give it to you that way. The price is $6.55 
per hundred. We will give you the price per quart in just a moment. 

It is approximately 14.2 cents per quart, and from that you would 
have to take the freight. You deduct the freight. 

Mr. Wotcortr. The farmer pays the freight? 

Mr. Hoitman. The farmer has to pay the freight. The delivered 
price to the home is 22% cents a quart. The store prices in the city 
vary from 20 cents a quart to 25 cents a quart. The 25 cents would 
probably be more likely the delicatessen. 

Mr. Wotcorr. Supermarkets, chain stores, and so on. 

Mr. Houtman. Well, you get cheaper milk at those stores. Probably 
the delicatessen would be the higher rate. 

Mr. Wotcorr. Then there is about a 3344 percent mark-up from 
the time it leaves the farm until the time it gets to the consumer? 

Mr. Hotmay. In this city; yes. There are other cities where there 
is a 50 percent mark-up. 

Mr. Woxcorr. Thirty-three and a third percent, then, is a pretty 
fixed charge, is it not? Transportation, processing, labor, distribu- 
tion? 

Mr. Houtman. I would say it is more a fixed ratio than it would be 
a fixed charge. 

Mr. Wotcorr. Financing, and so forth. 

Mr. Houtman. Mr. Reed has called my attention to something. 
The farmer, by and large, over this country, sells milk on a classified 
usage basis. ‘There are usually several classes of milk. 

Broadly and roughly speaking, there is class 1, which takes the 
highest price; class 2, which is generally cream, and possibly ice 
cream; class 3, which is cheese; and class 4, which is butter. 

He is paid on a weighted-average basis, depending upon, really, 
the returns or the usage, and there are formulas that determine that. 
For example, you know what the price of butter is, you know what the 
price of cheese is, and you know what the price of ice cream is, whole- 
sale. Those things are related to each other in such a way that he 
gets a composite price, but not all of his milk brings that $6.55, or 
whatever it might be. 

Mr. Wo tcort. I should follow this through with these other prod- 
ucts. What I intended to do was to follow through with these classi- 
fications, to determine the difference between the price of butter and 
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the price of milk, how many quarts of raw milk can go into the produc- 
tion of a pound of butter, and so on. 

Mr. Houtman. Well, let’s reverse it. As a rule, 5 pounds of butter 
from a hundred pounds of milk. That is the simplest way to figure it. 

Mr. Woxcorr. Then roughly what is the spread between the retail 
price of a pound of butter and what the farmer gets for it? 

Mr. Houtman. I can’t give you that offhand. 

Mr. Wotcorr. It is much greater than it would be for raw milk, 
because of the processing charges? 

Mr. Houtman. It is much greater in milk used for fluid consumption. 

Mr. Wo.corr. And the differential would be much greater in the 
sase of cheese? 

Mr. Hotman. Yes. The price to the producer, would be the price 
received by the plant, less the manufacturing cost, which is generally 
estimated now to be about 5 cents a pound, less the cost of transporting 
his whole milk or his butterfat, in the case he skimmed it himself, from 
the farm to that plant. 

In former years, the differential would start at the big market, like 
Chicago. And the freight differential from the plant to Chicago 
would also be taken out of the cost of manufacturing. 

Mr. Wotcortr. Inasmuch as we can’t expect any roll-back or cut- 
back in the cost of transportation, inasmuch as we can’t expect any 
cut-back in the cost of processing, distribution, selling, any cut-back 
in the price of dairy products would almost have to be at the farm 
level; would it not? 

Mr. Hotman. It would be devastating. 

Mr. Wotcorr. Yes. 

Mr. Houtman. And instead of cutting back, we actually need to 
pierce the ceiling and get a substantially greater return, because of this 
marked difference in conditions, as between the returns from milk and 
its products and the return from livestock and cotton. 

Mr. Wotcort. And that is the justification for your statement 
that price control might so interfere with the production of dairy 
products? 

Mr. Hotman. Yes, sir. 

Mr. Wo corr. That we had better be a little careful. 

Mr. Houtman. Yes, sir. 

Mr. Muurek (presiding). Mr. Gamble. 

Mr. Gamste. Just a couple of questions, Mr. Multer. 

Mr. Holman, you speak here of the Cole-Ives amendment. Have 
you any suggestion for possible amendment of that, as it is in the law 
at the present time? I mean, to retain the Cole-Ives principle? Or 
do you have no suggestion as to an amendment? 

Mr. Houtman. We would be very glad to give that some real study, 
sir. 
Mr. GamsBue. Will you do that? 

Mr. Hotman. Yes, sir. At the present time we like it as it is. 
Mr. GAMBLE. Yes. 

Mr. Houtman. And we think it is administrable. But there is no 
amendment that can’t be improved, and frankly, we are discussing 
among ourselves a possible amendment, but we did not feel that our 
thinking was ripe enough to suggest that in a public hearing. 

Mr. GamsBueE. We will be here for a couple more weeks, I believe. 
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Mr. Hotman. I will see to it that if we develop it, it gets into your 
hands. 

Mr. Gamsue. Mr. Wilson testified, and he understood that it was 
unworkable. Of course, he was told that by the Department of 
Agriculture, as later questioning developed. He had no personal 
knowledge of it. 

Has there been any effort at all, by the Department to operate 
under that amendment and to make it workable? 

Mr. Houtman. No, sir. 

Mr. Gamsue. They haven’t any intention of trying? 

Mr. Hotman. They just argue about it. 

Mr. GaMBLE. Sir? 

Mr. Hotman. They just argue about it. As I said, I was as- 
tounded to see the reasons given, by the Secretary, when I have had 
two or three conferences myself with the Dairy Branch, and the only 
objection that the Chief of that Branch has ever made—and also the 
Assistant Chief—was the difficulty of defining marketing areas, and 
they took a rather extreme position that before they could start 
operating under the bill at all they would have to divide every milk 
market in the United States up, find its milkshed, find its area of 
production, see which cross road went this way and which cross road 
went another way, which, of course, is manifestly absurd, especially 
if we do have an emergency. We can’t wait that long. 

Mr. GamsBue. Well, your areas of production are well known, are 
they not, sir? 

Mr. Houtman. Oh, yes, if they wanted to, they could start in 
Utica tomorrow. And they could start anywhere else. 

Mr. Gamsue. That is the position I have taken on it. I know they 
didn’t like it in the beginning. The amendment was put in on the 
floor by Mr. Cole, in the House, and was carried through in the 
Senate. Then the Department endeavored in every way in confer- 
ence to knock it out. 

Mr. Hotman. That is correct. 

Mr. Gamsue. I happen to have served on that conference com- 
mittee, as you know, and we had a few talks about it on and off the 
record, and I knew they didn’t like it. They did everything, as I say, 
to knock it out, but were not able to do it. So theyedidn’t want it, 
and they got it anyway, and because they didn’t like it, they haven’t 
tried to enforce it. 

Mr. Houtman. Well, I know that the then head of the Production 
and Marketing Administration sat outside your conference door day 
after day, in an effort to get the Cole-Ives amendment out of the bill. 

Mr. GamBue. Yes sir, and he sat in it one day, with a lot of others, 
and Senator Maybank asked if there were any objections to them 
sitting there, and I said that this was a conference committee and I 
objected, and they then left the room and I wasn’t very popular for a 
little while. 

At any rate, the Cole-Ives amendment stayed in. 

That is all, Mr. Chairman. 

Mr. Wotcorr. Mr. Chairman, I would just like to complete the 
record. 

Mr. Holman attached to his statement a memorandum of Mr. 
Reed. I assume you did that for the purpose of having it in the 
record? 
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Mr. Hotman. Yes, sir. 

Mr. Wotcorr. I ask unanimous consent that Mr. Reed’s memo- 
randum be inserted in the record as part of the presentation of Mr. 
Holman. 

Mr. Mutter. That may be done. 

(The memoranda referred to are as follows:) 


NATIONAL Mitx Propvucers FEDERATION 
ECONOMICS DIVISION 
May 1951 


Memorandum to: Mr. Charles W. Holman, Secretary 

From: Otie M. Reed, Economist 

Subject: Probable effects of the Administration’s proposal to amend the Defense 
Production Act of 1950 so that parity determinations are made at the 
beginning of the marketing year. 

The Administration has proposed that, in the application of the parity rule as 
the level at. which price ceilings may be applied to agricultural commodities at the 
farm level, parity be established at the beginning of the marketing year, as de- 
termined by the Secretary of Agriculture. During the first vear of operations 
under the act, if it is extended as desired by the Administration, parity as of May 
29, 1951, would be used. 

In his testimony before the House Committee on Banking and Currency on 
May 14, 1951, Secretary of Agriculture Charles F. Brannan stated that for 
“Commodities produced continuously, such as livestock products, we would 
probably divide the year into two marketing seasons.” 

We have, then, two proposals, as follows: 

(1) Establishment of parity for a year on the basis of parity at the begin- 
ning of the marketing season. Presumably, this would apply to the field 
crops. 

(2) Establishment of parity on a semiannual basis for livestock products. 

At present, parity determinations are made monthly, and such monthly parities 
are used by the Office of Price Stabilization in its decisions as to whether price 
ceilings at the producer level are to be applied. 

1. Probable effect of establishment of annual parity for milk and butterfat 

It is commonly thought that the marketing vear for dairy commodities starts 
April 1. This period is used by the United States Department of Agriculture in 
its price support programs, and has been so used for many years. It may, there= 
fore, be assumed that April 1 through March 31 would be the marketing year 
established by the Secretary for milk and butterfat. 

Whether the annual basis of establishing parity for price-ceiling purposes as of 
the beginning of the marketing year would operate to the advantage or disad- 
vantage of the dairy farmer is almost solely a matter of trend. (It is assumed that 
account would be taken of seasonal variation, as is the current practice of the 
Department of Agriculture.) In times of rising prices, dairy farmers would be 
disadvantaged. In times of declining prices no comparable advantage would 
ensue, since prices would be below the ceiling level in any case. 

It may be taken for granted that there will continue to be an upward trend in 
the general price level as long as the current emergency conditions exist. Even 
though rigid controls are applied throughout the economy, experience in both this 
and other countries shows a gradual upward pressure in prices. The question is, 
how serious would be the disadvantage from a fixed annual parity, in view of the 
possibility of continually rising prices as long as the defense effort continues? 

No categorical answer can be given. In the attached tables 1 and 2, parity 
prices are shown for milk sold wholesale by farmers and butterfat. In the lower 
half of each table, the deviations of the monthly parity prices from the April 
price at the beginning of each marketing vear since 1939 are shown. Butterfat 
parity prices (see table 1) were significantly higher than the April figure in 1941, 
1946, 1947, and 1950 (vear beginning April 1), and were not significantly lower 
except in 1949. The largest amount by which the average for the marketing 
year exceeded the April 1 parity was in 1946 at 6.22 cents per pound (simple 
average basis), when the butterfat subsidy was removed and prices advanced 
sharply during the last half of the vear. 
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Table 2 shows the parity price of milk sold wholesale from farms, and the varia- 
tions from the April parity each month for the marketing years beginning April 
since 1939. As was the case with butterfat, significantly large variations above the 
April parity are found in 1941, 1946, 1947, and 1950. 

It is to be expected that there will be a continuous rise in prices of things 
farmers buy, even though a much better job of holding such prices down is done 
in the future than has been the case heretofore. History proves, not only in this 
country but in others, that it is practically impossible to hold the price level 
completely in check through price control, rationing, and the like. The so-called 
inflationary gap is hever completely closed. Accordingly, it is to be expected 
that dairy farmers would be disadvantaged as long as the price level continues to 
rise, if parity is determined on an annual basis as of the beginning of the marketing 
year. 


2. Probable effect of establishment of parity prices on a semiannual basis (Secretary 
Brannan’s proposal) 

The establishment of ceiling prices on the basis of parity prices which are 
determined semiannually would result in less disadvantage to the dairy farmer 
than if annual parity is used. The reason for this is that ceiling prices are changed 
more often, thereby tending to be much more closely related to the trend in parity 
prices. 

The attached tables 3 and 4 show what the results would have been with respect 
to butterfat and milk sold wholesale on the basis of semiannual parity determina- 
tions since 1939. The marketing year again is taken as April 1, and the second 
calculation is made as of October 1. 

On the whole, the deviations from the base month under Secretary Brannan’s 
proposal tend to be smaller than those when computed on the annual basis. 
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NATIONAL MILK PRODUCERS FEDERATION 
ECONOMICS DIVISION 
May 1951 


Memorandum to: Mr. Charles W. Holman, secretary. 

From: Otie M. Reed, economist. 

Subject: The proposal of the administration to delete the ratio provision of the 
Cole-Ives amendment to the Defense Production Act of 1950. 

In the administration’s proposed bill to amend the Defense Production Act. of 
1950, the ratio provision of the so-called Cole-I[ves amendment is deleted. This 
portion of the Cole-Ives amendment provides that ceilings may not be fixed at the 
producer level at a price lower than parity, or a price which would maintain the 
same ratio between the farm price of milk sold wholesale as existed in the May— 
June 1950 base period, whichever is higher. 

The administration’s proposal retains the provision in the Cole-Ives amend- 
ment which provides that, if the Secretary of Agriculture finds that the prices 
fixed under the parity or ratio criterion are unreasonable in any marketing area, 
in view of the price and supply of feeds and other economic factors in the market, 
he shall determine the price that would reflect such factors, and insure a sufficient 
quantity of pure and wholesome milk, and this price shall become the ceiling price. 

In effect, the administration’s proposal would mean that the following admin- 
istrative procedure would be used in fixing ceiling prices in non-Federal order 
markets: 

1. When milk and butterfat prices reach parity for the country as a whole, 
all prices would be frozen at the producer level. 

2. In case protests of the price levels were encountered in different markets, 
the Secretary would then make the finding as to the price that should prevail, 
and this would become the ceiling price. 

Secretary of Agriculture Charles F. Brannan, in his testimony before the 
House Committee on Banking and Currency, May 14, 1951, remarked as follows 
concerning the Cole-Ives amendment: 

“To summarize, we do not have and do not believe we can get reliable data 
that would be required by the formula in the law; the provision is therefore 
probably impossible to administer; and if it could be put into effect the resulting 
prices probably would not be consistent with the stabilization objectives of the act.” 

This statement of the Secretary follows along the line of argument which has 
been advanced by the Dairy Branch in its discussions of the matter with our staff, 
and those given in January this vear when a number of our members from non- 
Federal order markets met with Dairy Branch officials. 

As to the statement that if the provision could be administered, the resulting 
prices probably would not be consistent with the stabilization objectives of the 
act, I assume that the Secretary means that it would result in prices that are 
too high. 

With respect to the presumed criticism that the ratio provision results in 
abnormally high prices, it is to be noted that almost any scheme that ties prices 
to a variable on a ratio basis, such as the wholesale price of milk, will result in 
widely varying prices, many appearing too high—many too low. This is because 
there are very marked differences in the basic prices between markets, and the 
application of a percentage figures maintains these differences, accentuating the 
differences with respect to high priced as compared to low priced markets. 

In order to develop a rough indication of the prices that would prevail under 
the ratio provision of the Cole-Ives amendment, I have prepared several tables 
which are attached to this memorandum. 

Table 1 shows for 35 members reporting their prices to the federation and 
operating in non-Federal order markets, the following: 

1. The May—June 1950 average class I price. 

2. The percentage such class I prices were of the seasonally adjusted price 
of milk sold wholesale by dairy farmers in May—June 1950. 

3. The prevailing class I price in such markets in March 1951. 

4. The class I price that would result from the application of the ratio 
developed as per paragraph No. 2 above. 

5. The differenee between actual class I prices and the ratio class I prices 
as of March 1951. 

In the 35 markets reviewed, 8 markets would have had lower class I prices, and 
27 would have had higher class I prices, if actual prices and ratio prices had been 
the same. Some of the deviations are quite large, some are not very large. 
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Of course, the mere application of the ratio is only one test of the reasonableness 
of a price in a market. Other factors must be appraised before judgment could 
be rendered in this matter. 

It is to be noted that I adjusted the farm price of milk sold wholesale before 
calculating the ratio. I should have liked to have adjusted the class I prices by 
their seasonal variation in production, but did not have the time to construct such 
seasonal indexes. However, it has been my experience that class I prices vary 
much less seasonally in non-Federal markets than does the farm price of milk 
sold wholesale, so on the whole the calculations are accurate enough for practical 
purposes. 

In table 2, I have introduced a comparison of the difference between actual 
class I prices March 1, 1951, with the level of class I prices that would have 
prevailed if class I prices had increased the same amount as all prices received 
by farmers since May—June 1950. Only the two sets of differentials are compared 
in the table. It is quite interesting to note that if class I prices had increased 
the same amount as the prices received by farmers for all commodities, they would 
on the whole have been considerably higher in most instances than those derived 
by application of the ratio provision of the Cole-Ives amendment. 

As a general statement, it seems to me quite difficult to argue reasonably that 
class I prices should not increase in a fairly close relationship to all farm prices. 
Hence, it seems to me that the ratio provision is one fair test of a reasonable 
price in non-Federal order markets. 

With respect to the criticism that it is an impossible task to ascertain the 
marketing areas, the federation has argued this matter at length with the Dairy 
Branch. The Branch has not receded from its original position in opposition. 
The Administration’s proposal, while mentioning marketing areas, does so only 
in the provision providing for review of levels by the Secretary of Agriculture. 
This means that the provision, as proposed, would be used only when there was 
complaint in a given market, at which time the Secretary would investigate the 
complaining market, ascertaining the marketing area at that time. 

Of course, fixing prices of any commodity is a very difficult task, but never- 
theless it has been done for many years. Apparently the major problem posed by 
the Department of Agriculture is in the determination of marketing areas. It 
has been the position that the marketing areas must be determined before any 
price ceilings can be established. While the act may be interpreted in this fashion, 
I do not think this is the only interpretation nor even the correct one. The term 
‘“‘marketing area’? was used, in my view, to pinpoint the trouble spots, not as a 
necessary precedent to the establishment of any price ceiling. Under this latter 
interpretation, it would be feasible to freeze the prices of all milk and dairy 
products whenever milk and butterfat reach parity, or that level above parity to 
which they should be permitted to rise in before ceilings are imposed, in view of 
the competitive position with other major commodities. Then, as the problems 
arose in the various milk markets, these could be handled on a marketing area 
basis, and the ratio provision applied, or, if this resulted in a price that appeared 
unreasonable, the Secretary’s power to fix reasonable prices in view of feed costs, 
supply of feeds, and other economic conditions could be invoked. It was in this 
fashion that I visualized the Cole-Ives amendment would be administered. In 
this view, therefore, the amendment is quite subject to effective administration. 

Even if it is held that marketing areas must be ascertained before price ceilings 
can be applied, this is no insuperable task. It is to be remembered that 39 markets 
are now under Federal orders. The order system probably covers about 20 
percent of the fluid milk sold in the country. The pricing systems in the Federal 
orders are of much more importance, however, than is indicated by a mere count 
of orders. They have tremendous influence on the price structures of secondary 
markets not under Federal regulation, where supply areas overlap, as they do in 
many States. Further, the Department is not restricted to the use of Dairy 
Branch personnel in the determination of marketing areas. It has availabie the 
Offices of Market Administrators, which could be of great help in local markets. 
A great many of the markets of the country have cooperative associations, and 
these associations could no doubt develop their local area boundaries. A large 
number of markets are under State milk-control authority, with the marketing 
areas already established. It was the view of our membership that attended the 
January meeting in Washington that, if the Department used all of the resources 
at its command, including cooperatives and handlers, the task could be accom- 
plished shortly. There is nothing in my experience to indicate that this is an 
erroneous view. 
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It is to be remembered that the final authority in establishing price ceilings 
under the Cole-Ives amendment rests in the Secretary of Agriculture. The 
criteria which the Secretary must use are precisely the same as those set forth in 
section 18 (ce) of the Agricultural Marketing Agreement Act of 1937. Under 
these criteria, the Secretary has fixed prices in many markets for many years. 
The Administration’s proposed amendment to the Cole-Ives amendment retains 
this authority, merely deleting the ratio provision. 

In summary, I see no compelling reason why the Cole-Ives amendment as it 
now stands in the act cannot be administered, nor why it is unreasonable. 


TABLE 1.—Comparison of actual class I prices in non-Federal order markets with 
the maximum permissible under the Cole-Ives amendment to the Defense Production 
Act of 1950, with the ratio calculated in relation to seasonally adjusted! prices of 
milk sold wholesale, March 1951—-Dollars per hundredweight 
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1 Seasonally adjusted farm price of milk sold wholesale May-June 1950, $3.86 per hundredweight and 
$4.58 per hundredweight for March 1951. 
2 All class I prices have been adjusted to 3.5 percent fat basis. 


Source: Computed from data appearing in Agricultural Prices, published by the Bureau of Agricultural 
Economies, U. 8. Department of Agriculture and from price reports of member associations of the National 
Milk Producers Federation. 
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TABLE 2.—Comparison of amounts by which ratio class I prices vary from actual 
class I prices, and the amounts by which actual class I prices vary from class I 
prices determined by applying the increase in prices received by farmers for all 
commodities since the May—June 1950 base period to class I prices 
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24 1 Youngstown, Ohio--.- 
Source: Computed by the National Milk Producers Federation from prices reported by members, and 
price reports of the BAE, U.S. Department of Agriculture. 





NATIONAL CHEESE INstiITUTE, INC., 
; Chicago, Ill., May 21, 1951. 
Mr. C. W. Hotman, 
Secretary, National Milk Producers Federation, 
Washington, D. C. 

Dear Mr. Horman: It is my understanding that question has been raised as 
to the feasibility of administering that part of title IV of the Defense Production 
Act of 1950 relating to ceiling prices to producers for milk used as fluid milk in 
any marketing area not under an order issued pursuant to the Agricultural 
Marketing Agreement Act of 1937. 

It is recognized that the determination of prices for milk for fluid distribution 
is always complicated and that the necessity of such determinations for a large 
number of areas would make the problem more difficult. However, there seems 
to be no good reason why ceiling prices cannot be determined reasonably within 
the meaning of the section of the act relating to this subject. 

Sincerely yours, : 
Kk. W. Gaumnitrz, Executive Secretary. 

Mr. Mutrer. Mr. Holman, it is now 1 o’clock. My interrogation 
may take about a half hour. Suit your convenience, would you like 
to stay on or would you like to come back after lunch? 

Mr. Houtman. That is entirely at the pleasure of the committee. 

Mr. Wotcorr. I think the pleasure of the committee is that we 
should come back. 

Mr. Gamsuie. Mr. Chairman, may we ask the clerk who would 
follow Mr. Holman, and how many witnesses there are? 

Mr. Mutrer. I think that after Mr. Holman we have Mr. Idol, 
Mr. Besse, Mr. MacDuffee, Mr. Freiberg, and Mr. Birthright. 

Mr. Hatianan. Yes. The last three have a common interest and 
they will not testify together, but their statements will not be neces- 
sarily long, so I am informed. 

Mr. Gamsue. Mr. Chairman, may I ask Mr. Holman one question? 

Mr. Mutrer. Certainly. 
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Mr. Gamsie. When I was discussing this Cole amendment with 
Mr. Wilson, I said that I didn’t think the Department of Agriculture 
wanted it to work, and his answer, on page 145 of the typewritten 
transcript, was ‘‘All I know is, I have the figures.” 

Mr. Houtman. Well, I would like to know what they are. 

Mr. GamBue. Well, that is all there is to it. I wonder if you had 
seen any figures as to why it wouldn’t work? 

Mr. Houtman. It is an administrative problem. It is not one that 
calls for any statistics. 

Mr. Gamsue. That is what I thought. 

Mr. Houtman: I have placed in the record the communications from 
two former chiefs of that branch, both of whom testified that they 
could administer it. 

Mr. Mutter. The committee will recess until 2:30. 

(Whereupon, at 1:03 p. m., the committee recessed, to reconvene 
at 2:30 p. m., the same day.) 


AFTERNOON SESSION 





(Whereupon, at 2:30 p. m., the committee reconvened, the Hon. 
Paul Brown, presiding.) 

Present: Messrs. Brown, Patman, Multer, Wolcott, Gamble, and 
Betts. 

Mr. Brown. The committee will come to order. 

I believe Mr. Multer had the witness. Proceed, Mr. Multer. 

Mr. Mutrer. Mr. Holman, | realize that this is probably rhetoric 
rather than fact, but if it is fact I think the committee wants to know 
it. I am referring to your statement, at the very beginning, bottom 
of page 1 and top of page 2, to the effect that: 

We also overlooked the fact that the Office of Price Stabilization would im- 
mediately become the Mecca for individuals bursting with untried theories just 
as the OPA was the Mecca and headquarters of such strange theories during 
World War IT. 

If you will, tell us who in the agency is an individual bursting with 
untried theories, because if he is there I think the committee wants 
to know about it. 

Mr. Houtman. I am sure the committee wouldn’t want any person- 
alities injected into a hearing of this character. 

Mr. Mutter. Well, will you do this: Will you give me personally 
the names of those whom you say are individuals bursting with 
untried theories who are in that agency? 

Mr. Houtman. I will give them to you privately; yes, sir. 

Mr. Mutter. I think that most of your “gripe,” if I can call it 
that, is directed against the administration of the act, and the regu- 
lations, rather than against the act itself. Am I right? 

Mr. Houtman. I think that is a fair statement, Mr. Multer. I 
stated at the very beginning how we even sent communications to the 
committees congratulating them upon having produced a bill which, 
jointly, administered wages along with price controls in various in- 
dustries, and we were prepared to go right along, a hundred percent. 

As I said, we didn’t dream that we were going to run into this same 
old thing again. 

Mr. Mutrer. In other words, if we can improve the administra- 
tion of the act, your industry would cooperate to the fullest? 
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Mr. Houtman. Well now, I wouldn’t be authorized to say that. 
You know, I have been for about 30 years secretary of this associa- 
tion, and T alw ays take orders and try to carry them out. I would 
have to carry a matter of that kind back to our board or executive 
committee. 

Mr. Mutter. It was pursuant to orders of the same association 
that you appeared before this very committee on March 18, 1946, and 
urged that price controls be allowed to expire on June 30, 1946; was 
it not? 

Mr. Houtman. Yes; we had had plenty of sad experience with the 
OPA. We appeared before the decontrol board, too; and succeeded, 
by our testimony—and I have a whole volume of it here—in per- 
suading the decontrol board that we had a good case and so they 
took us out from under control. 

Mr. Mutter. I think the theme of your statement at that time 
was that if we allowed controls to expire, the economy would stabilize 
itself and prices would not go up; is that right? 

Mr. Houtman. I don’t think I said prices wouldn’t go up, although 
I haven’t the testimony before me. 

Mr. Murer. Wouldn’t go up unduly, or wouldn’t run away? 
That we wouldn’t have a runaway price spiral again? 

Mr. Houtman. That is correct. 

Mr. Mutter. Of course, I need not remind you—— 

Mr. Houtman. So far as dairy products are concerned, they did not 
gO up. 

Mr. Murer. In the rest of the economy they did. 

Mr. Houtman. Unduly, except for a week or two, and then they 
stabilized. You would expect that when a farmer was getting a price 
of 46 cents a pound for his butter and the consumer was getting the 
advantage of a subsidy of approximately 23 cents a pound. 

In other words, one-third of the price of the butter was put in the 
form of tax-paid subsidies, to give the consumer an idea that butter 
was cheap. 

Mr. Mutter. That was part of the price-support program, wasn’t 
it? 

Mr. Hotman. No, sir; that was under the OPA’s administration, 
and the price-support program had nothing to do with this. This 
was a subsidy, paid by the local representatives of the Production 
and Marketing Administration of the Department of Agriculture. 
The amounts of those subsidies I put into the record this morning. 
I believe I did. 

Mr. Mutter. Those subsidies, under OPA, were quite different 
from the subsidies recommended by this bill, were they not? 

Mr. Hotman. I wouldn’t say so. I would say that the character 
of the amendment represented in the bill is so broad that you could 
do almost anything in the way of subsidies under it. 

Mr. Mutter. Well, those subsidies in OPA days, on food products, 
were to keep the price of food down to the consumer, were they not? 

Mr. Houtman. Of course. 

Mr. Mutrer. You know that that is not the purpose of the sub- 
sidies called for by this bill? 

Mr. Houtman. Well, what is the purpose of the subsidies in this 
bill? 
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Mr. Mutter. What do you understand is the purpose of the sub- 
sidies in this bill? 

Mr. Houman. I understand it is going to be the same thing. And 
I predict that it will be. 

Mr. Mutter. Did you hear or read what Mr. Wilson had to say 
about it, before this committee? 

Mr. Houtman. Well, it wouldn’t change my position on it. I 
would be glad to hear what he said. 

Mr. Mutrer. Mr. Wilson says: 

A third type of subsidy authority would enable the President to make subsidy 
payments, if he finds that an increase in cost of production, distribution or trans- 
portation, is temporary in character, and threatens to impair maximum produc- 
tion or supply, in any area— 
that is not a general subsidy by any means. 

Mr. Houtman. Well, I can certainly by that reestablish the same 
old principles of payments to farmers under it, and particularly to 
dairy farmers, because I testified this morning, and I believe I am 
correct, we are going to have an awful hard battle to maintain the 
production we have got. And costs are going up. I also put in the 
record this strange type of wage ceiling that was put in, just a few 
days ago, by the Office of Wage Stabilization, and there is no question 
but what freight rates are gomg up, have gone up, costs of labor are 
up, costs of fertilizer is up,-cost of farm machinery is up—it is very 
easy to interpret that particular statement of Mr. Wilson’s as war- 
ranting the reestablishment of personal subsidies in lieu of prices to 
dairy farmers. 

Mr. Mutter. So when he says this authority is required to protect 
our economy from the temporary increases in cost resulting from the 
mobilization program, you don’t think he means that at all, but that 
it will be used for any and all increases in cost. 

Mr. Houtman. Well, of course, I am guessing. I happen to know 
Mr. Wilson, but I think he has a longer period in his mind as being 
temporary than what we would call temporary. It might be several 
years, and by that time our industry would be almost wrecked. 

I will tell you, Mr. Multer, you once get this thing reestablished, 
and it is like the old man of the sea, with his iron legs around your 
neck. It will choke you. 

Mr. Mutter. If I understand you correctly, when you say you 
don’t want any subsidies of any kind whatsoever, you mean that you 
don’t want any kind of subsidies of any kind whatsoever, except price 
supports? 

Mr. Hotman. I didn’t say that a price support was a subsidy. 

Mr. Mutter. I know you didn’t. Butif price support is a subsidy, 
that is the only subsidy you want. You want no other subsidies 
except price supports, if price support is a subsidy? 

Mr. Houtman. If it was a subsidy, I would say that is true, as far 
as the policy of our organization is concerned, but we have never 
been able to convince ourselves that a price support was a subsidy. 

Mr. Mutter. What is it, a gift from the Government? 

Mr. Houtman. A price support is a floor under a business operation. 

Mr. Mutrer. If I am operating a business and I take a loss, who 
gives me the difference to make up the loss? Anybody? 

Mr. Houman. I don’t know. 
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Mr. Mutrer. Why shouldn’t I get it in the dry-goods business if 
you get it in the milk-producing business? 

Mr. Houiman. Because | think it might be entirely possible to 
prove that the milk business is far more essential to the Nation than 
the dry-goods business, per se. 

Mr. Mutter. Let’s forget about dry goods as such and talk about 
shoes and clothing and housing. 

How about that? If I am “taking a loss in my rental housing, or 
taking a loss in producing shoes, or taking a loss in producing clothing, 
should the Government make good my loss to me? 

Mr. Houtman. I wouldn’t know. 

Mr. Mutrer. Well, if the Government does, it would be a subsidy, 
wouldn’t it. 

Mr. Houtman. I will say this: I have no authority to discuss rents. 
It is not even mentioned in our resolutions. 

Mr. Mutrer. If the Government makes good that loss to me, it 
will be either a subsidy or a gift, won’t it? 

Mr. Hotman. Well, it might be. Of course, the principle of sub- 
sidy has been going on in this country for a great many years. Prac- 
tically every national bank that was ever established in this country 
got a subsidy to start with. 

I recall in thé 1920’s we fought the effort of the shipping interests 
to get subsidies there, and we have been fighting subsidies as a matter 
of principle, for maay years. 

Mr. Mutrer. Provided it doesn’t affect your industry? 

Mr. Houtman. Well not necessarily that. We are fighting it because 
it does affect our industry. We are fighting subsidies te dairy farmers, 
primarily. 

Mr. Mutter. May I quote you and your organization as saying 
you want no Government subsidies? 

Mr. Houman. I think that is the way the resolution reads. Let’s 
see what it says. 

Mr. Mutrer. The resolution is already in the record, is it not? 

Mr. Houtman. Yes. 

Mr. Mutrer. Let’s not read it again. 

Mr. Hotman. But our resolution—let’s get right down to the posi- 
tion you asked me about, it opposes subsidies on agricultural products 
as provided for in the proposed legislation to extend and amend the 
present act, and in any other legislation. Consequently, we did not 
discuss shoes. 

Mr. Mutrer. Should we therefore repeal the law setting up the 
Commodity Credit Corporation? 

Mr. Houtman. No. 

Mr. Mutter. Should we prohibit the Commodity Credit Corpora- 
tion from paying any money to the dairy farmers or any other farmers 
of the country? 

Mr. Houtman. As subsidies; yes. 

Mr. Mutter. Should we prohibit the Commodity Credit Corpora- 
tion from buying any of your products at a higher price than you can 
sell it on the market? 

Mr. Houtman. No. 

Mr. Mutrer. We should not do that? 

Mr. Houtman. No; for this reasoa: That it is very important to 
this Nation, to maintain adequate production of these important agri- 
cultural commodities. 
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Mr. Mutrer. Well, from the inception of Commodity Credit Cor- 
poration, to 1951, the Government of the United States, paid out to 
the farmers of the country $2,640,000,000 plus. I think that is a very 
substantial subsidy, whether you call it price support or a give-away 
program or anything else. 

Mr. Gamsie. Over what period is that? 

Mr. Mourer. October 1933 to February 1951. 

Now let’s be a little more specific about your own industry, and a 
little closer to the present time. The dairy industry has received, 
from Commodity Credit Corporation, for the fiscal year 1951, through 
February 28, 1951—and the fiscal year ends June 30—but just for that 
part of the fiscal year, up to February 28, 1951, your industry has 
received from Commodity Credit Corporation approximately $95,- 
000,000 over what you could have gotten for your product on the open 
market. 

You want that kind of a program continued, but you don’t want 
subsidies as provided for by this bill, just for his increased cost of pro- 
duction—and this bill, if enacted, would limit the subsidies to high- 
cost production, agricultural production. You say that is bad, but 
CCC is good. 

Mr. Hotman. I stated previously this afternoon that the justifica- 
tion for price supports is the necessity of maintaining production in 
the interests of all the people. I also stated this morning—— 

Mr. Mutrer. Well now, if that is so, what is wrong with the subsidy 
to the high-cost producing area or farmer, who needs a little extra help 
by way of a subsidy because of peculiar circumstances in his area, 
that brings his cost up higher than the average cost throughout the 
country? What is wrong with that? 

Mr. Houtman. We think everything is wrong with that, when it is 
made as a personal payment. 

Mr. Mutter. Is there anything wrong with the parity formula as 
applied to the dairy industry? 

Mr. Hotman. Well, it is a great improvement over the original 
parity formula. 

Mr. Mutrmr. It is all right as it is now? 

Mr. Hotman. The modernized parity, plus two or three other 
things, which we were able to persuade the committees to accept, 
made the parity formula greatly improved, but that doesn’t necessarily 
say that parity is the proper price for any farmer. 

It is only an administrative directive received from the Congress 
with regard to certain operations. ; 

Mr. Mutrer. I like your reference to low-grade fever. Do you 
remember the instance you gave in your statement about a low-grade 
fever? That this emergency that we face is one of a chronic character 
like a low-grade fever? 

Mr. Houtman. Yes. 

Mr. Mutter. Well, tell me, do you starve a fever or feed a fever, to 
cure it? 

Mr. Hotman. Well, these days, they neither starve nor overfeed. 

Mr. Mutrer. Don’t you think it is a good idea if the child has 
scarlet fever, to call in the doctor at the beginning and not at the end? 

Mr. Houtman. Yes; and I think that some of our people are better 
doctors than some of the administrative officials are. 
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Mr. Mutter. Have they offered their services to those adminis- 
trative officials? 

Mr. Houtman. We have advised. 

Mr. Murer. You also refer, in your statement, to tax penalties 
of price offenders. 

The only reference to taxes in this proposed bill is that anyone who 
violates a price ceiling by paying more than he should pay, or re- 
ceiving more than he should get, under the law, cannot take ad- 
vantage of the tax laws for that purpose. What is wrong with that? 

Mr. Houtman. I would like to qualify Mr. Garstang, our counsel, 
to answer that particular question. 

Mr. GarstanG. The reason we don’t like that principally is because 
the tax laws are so complicated already that we think that Congress 
just has to simplify them and get the tax on a little simpler basis. 
Put the penalty for OPS violations in one place, and the tax laws in 
another, and keep it simple. Really that is the main objection, 
because it is too complicated. 

Mr. Mutter. You wouldn’t want the committee to conclude that 
you would have no objection to price control laws if there were no 
penalties or no enforcement, would you? 

Mr. GarstanG. No; there is already a very severe penalty and if 
that is not heavy enough you could increase it, but why clutter up 
the tax statutes with this penalty? . 

Mr. Mutter. You also opposed the penalty of preventing a man 
from continuing in business because of violation. 

Mr. GarstanG. That was pretty drastic. 

Mr. Mutrer. How many people went out of business in World 
War II because of violations of the law, and because their licenses 
were revoked? 

Mr. Hotman. May I interrupt a minute? My memory may be 
very faulty, but there were a few licenses applied in World War I. 
I happened to be in the Food Administration at the time. 

Mr. Mutter. Not a few, OPA laws in World War I]—— 

Mr. Houtman. There was no OPA law in World War I. 

Mr. Muurter. Let’s stick to World War Il. We made some im- 
provement between World War I and World War II. Let’s stick to 
that. In World War II, were any members of your industry put out 
of business by reason of revocation of their license to do business 
because of violation of law? 

Mr. Hotman. My memory may be short, but the license problem 
in World War II—I don’t think that came into our consciousness at 
all and I don’t think that any of our people were licensed. I may be 
wrong. 

Mr. Mutter. I think that is because it was written into the law 
originally and everybody was given a blanket license, and they were 
told that, “If you don’t comply with the law, your license to do busi- 
ness will be revoked.” 

I know of no better way to get a man to comply with the law 
than to say, “If you don’t comply, you will be out of business.”’ 

The only case I know of was one brought in the New York courts 
and there the court held OPA couldn’t revoke the license because he 
wasn’t given an opportunity to comply. 

I don’t know of any case anywhere where a license was revoked for 
violation. It was that provision of the law that kept them in line 
more than anything else. 
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Come back to the tax penalty provision. You say it unduly 
complicates the tax laws, to put into this bill a provision providing 
that a person who pays over ceiling, cannot charge off as part of his 
expense of operation the difference between ceiling price and what 
he pays. 

Now what is complicated about that? 

Mr. Garstane. Well, the thing is already too complicated; that is a 
matter that ought to be left entirely to the tax laws and to the tax 


‘authorities, and not used as a penalty. If the penalty that you have 


is not heavy enough, make it heavier. It is $10,000 and a year in jail. 
If that doesn’t do it, you can increase it as much as you like. Why 
not keep it simple? 

Mr. Mutter. You don’t think it would be much more effective to 
say, ‘Look, the price you can pay for this item, which you need to 
operate, is $1. If you pay $2 for it, that dollar is going to come out of 
your profits and possibly out of your capital.’’ You don’t think that 
is a greater deterrent than to say to the man, ‘‘You may sustain a 
$10,000 penalty’’? 

If you say to a man at the beginning, “Look, here is our ceiling price. 
You have got to live within it. If you don’t you are going to suffer 
a loss in your business. You can’t operate profitably, because we are 
not going to let you pass on the excess to your customer, and we are 
not going to let you deduct it as an expense of operation of your 
business.” 

Isn’t that the best way to keep the man in line? 

Mr. Garstana. Why not do it with your penalty? You have got 
it in there. You have a $10,000 penalty, and you can increase that 
if it isn’t enough. 

Mr. Mutter. You are not answering my question. I know we 
have a penalty in there, and I know that if the license provision should 
fail, then we can revoke his license. 

Mr. Hotman. Mr. Multer, the proposals are threefold. It is not 
only the $10,000 penalty, and a year in jail, or both, it is now being 
proposed to license so you can shut a man down completely, and on 
the other hand, to increase taxes on him. 

It seems to me that we are getting to the very limit of petty tyranny 
in Government. 

Mr. Mutter. You wouldn’t put a premium on a man violating the 
law, would you? You wouldn’t say, ‘You can earn yourself a premium 
violating the law,”’ would you? 

Mr. Houtman. The penalty is there, passed by the Congress. 

Mr. Mutter. Would you say to any businessman, “I am going to 
give you a premium to violate the law’’? 

Mr. Houtman. No; I would say I would fine him. And if neces- 
sary, put him in jail, but I certainly wouldn’t add the other two 
penalties to it, because that is moving up to a pretty strong centralized 
control over the life of people, which does not seem to me to be needed. 

Mr. Mutter. Do you know of any system of law anywhere in the 
world that permits a thief to keep the proceeds of his theft? 

Mr. Hotman. Well, I think we probably have it in the method by 
which we are trying to control the gangsters, and did try to control 
them, during the prohibition period. 

Mr. Mutter. Even there 

Mr. Houtman. The only way. 
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Mr. Mutter. Even there we took the loot away from them, 
didn’t we? 

Mr. Hotman. But you didn’t take it away from them. 

Mr. Mutter. We didn’t? 

Mr. Houtman. That is my opinion. 

Mr. Muurer. The law provides for taking it away from them. 

Mr. Houtman. There are many over in Chicago that still run, with- 
out all of their substance being taken away from them. 

Mr. Murer. Whether we enforced the law or not, the law does 
provide that when you catch a thief you take the loot away from him. 
He can’t keep it. Isn’t that so? 

Mr. Houtman. I don’t think it is being done. 

Mr. Muurer. It may not be done, but don’t you think that is 
good law, that no thief should be allowed to keep the loot. 

Mr. Hotman. That is correct, as to loot. 

Mr. Mutrer. Well, do you think that when a man violates the 
ceiling prices, and gets more than he is permitted by law to take, he 
should be able to keep that surplus? 

Mr. Houtman, I think there may be entirely different circumstances, 
when you get up to the problem of ceilings, than when you deal with 
these other types of violations. Now you have a criminal provision 
in this existing law. If this committee doesn’t think that that is 
sufficient, why not increase both the fine and the jail sentence? 

Mr. Mutter. Because I think it is much better to keep that 
general principle of law. 

Mr. Hotman. Why create an atmosphere of complete fear. You 
know what will happen if a state of fear comes over people. It will 
automatically slow down operations. It is an increase in the rigidity 
of government, it is characteristic, as Westermarck said in his Western 
Civilization, of the breakdown of civilization. It is one of the marks 
of breakdown, when you begin increasing your rigidities of social and 
economic controls through government. 

Mr. Muurer. Well, I don’t have any sympathy with anyone who is 
afraid that he may scare somebody away from doing business because 
he will be so seared that he is going to be caught violating the law 
and may have to give back that which he is not entitled to get in the 
first instance. 

If we can instill that kind of fear into the businessmen of the coun- 
try, that they are afraid of violating the laws and will be afraid they 
wil have to give back that which they had no right to get in the first 
instance, we will have 100 percent cooperation. 

Mr. Houman. I appreciate your remarks, but I disagree with them 
to this extent: Why are we here this morning? We are here because 
we think this law is wrong and should not be imposed upon the people? 

Mr. Murer. We are glad to have you here to tell us why you 
think it is wrong. 

Mr. Houtman. I tried to do that this morning. Perhaps I wasn’t 
convincing. 

Mr. Muurer. I am trying to point out to you where you have 
made several mistakes in your thesis. Now I still may not convince 
you that you are wrong, or you may not convince me that I am wrong, 
but I think just as we invite you in here to make these statements you 
must be prepared to substantiate them. 

Mr. Houtman. I am always prepared to try to defend either a theory 
or a fact, and if the facts are wrong, I am willing to correct them. If 
the theory is wrong, I have got to be convinced. 
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Mr. Muurer. Do you know of any reason why the federally regu- 
lated markets—I am talking about milk markets now, fluid milk 
markets—should have any different price than the nonfederally regu- 
lated markets? 

Mr. Hotman. An exemption? Do you mean the Marketing Agree- 
ment Act? 

Mr. Mutter. No; I am speaking generally new. Let’s take two 
areas, one alongside the other. Two milksheds. 

Mr. Houtman. Yes. 

Mr. Mu rer. One in close proximity to the other. One is federally 
regulated and the other is not. There are different prices prevailing 
in each place, are there not? 

Mr. Houtman. There are if one isn’t regulated, but we are proposing 
here, today, that just as the Federal milk markets are regulated under 
the Marketing Agreement Act, so the nonfederally regulated milk 
markets should be regulated by the same authority, under the Cole- 
Ives amendment, which is substantially, in its ultimate authority, 
identical with the Agricultural Marketing Agreement Act. 

Mr. Mutter. Then your objection is that rather than having it in 
OPS, it ought to be in Agriculture? 

Mr. Hotman. That is one principal objection, with all the diffi- 
culties we have with the Department of Agriculture we get along with 
them. 

Mr. Mutrer. Then you ought to agree, I think, with what Secre- 
tary Brannan told us is the purpose of the amendment in this bill. 
According to Secretary Brannan, he said this to this committee: 

The purpose of both the original language and the amendment is to provide 
similar treatment in case of price ceilings, for all fluid milk, whether sold in a 
federally regulated market or nonfederally regulated market. 

Mr. Hotman. Well, I disagree with him for this reason, and to a 
limited extent. 

The third provision in the Cole-Ives amendment is identical in 
language with a proviso in the milk marketing agreement law, so the 
Secretary must have been wrongly advised. 

Mr. Mutrer. Let’s see if we can agree on this, because if we do, 
maybe, in executive session we can work out the language which 
would accomplish the purpose. 

Are we in agreement that the purpose of the law should be to 
provide similar treatment, in case of price ceilings, for all fluid milk, 
whether sold in a federally regulated market or in a nonfederally 
regulated market? 

Mr. Houman. Yes. 

Mr. Mutter. Is that a good purpose to accomplish? 

Mr. Houtman. Yes, similar treatment, slightly different method. 

Mr. Mutrer. You agree that we should try to accomplish that 
purpose? 

Mr. Hotman. Yes; I agree with that. I think I know what you 
are thinking about, and I am going to answer the next question. 

Mr. Mutrer. I am not going to try to trick you into an answer. 

Mr. Hotman. I know, but there is this difference: there are three 
standards in the Cole-Ives amendment. There is the standard of 
parity. There is the ratio to the price of milk sold wholesale from 
farms prevailing between May 25 and June 25 of 1950. 

Then there is this ultimate power, which is vested in the Secretary, 
which you and I have just been discussing. There is no distinction 
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between the principles of that power, in the Cole-Ives amendment, 
and in the Marketing Agreement Act. 

There is a slight distinction in the method chosen in the amend- 
ment which is proposed by the Secretary. I criticize that amendment 
for this reason: if the Department is so worried about the marketing 
area, it would seem to me a matter which this committee should take 
up, to see whether it*could be simplified, so that these gentlemen would 
be able to operate. We know people who can operate it right now. 

Mr. Mutter. Without attempting to—and we know that we can’t 
very well see the same ceiling price in all milksheds—we are in agree- 
ment, though, that all of these areas, all of these milksheds, should 
get similar treatment in order to arrive at the ceiling price? 

Mr. Houtman. Fundamentally, yes. As to method, no. 

Mr. Mutter. That goes both for federally controlled and non- 
federally controlled? ~ 

Mr. Hotman. That is one of our objectives in helping to draft the 
Cole-Ives amendment. 

Mr. Mutter. I think that at least we have made some progress 
toward agreement along that line. Now it is a matter of working 
out the language so that it will satisfy everybody that that is the 
purpose we are going to accomplish. 

That is all, Mr. Chairman. 

Mr. Brown. Mr. Holman, on behalf of the committee, I desire to 
thank you for your statement. If you desire to file any further 
statement, you may do so. , 

Mr. Houtman. Mr. Chairman, I wish to thank the committee for 
its unfailing courtesy. It is always a joy to me to renew friendships, 
not only around the bench here, but in private. It has been a real 
pleasure to be with you today. 

Mr. Brown. All the members of this committee have great respect 
for you and we are glad to have you. 

Mr. Mutrer. Mr. Chairman, may I have permission to add, im- 
mediately after Mr. Holman’s testimony, this comparison of price 
and wage increases? I think it is relevant to his testimony. 

Mr. Brown. All right. 

Mr. Patrman. I am sorry I missed your testimony, Mr. Holman, 
but J will read it with interest. 

(The statement referred to is as follows:) 


CoMPARATIVE PRICE AND WACE INCREASE 


Between January 1950 (wage stabilization base) and March 1951 prices of 
cattle went up over five times as much as the wages of manufacturing workers, 
over four times as much as the prices paid by the farmers, over five times as 
much as the index of consumer prices, and over three times as much as the prices 
of food items. 


| | ; RES 
| January 1950! June1950 | March 1951 








Percent | Percent | Percent 

Prices of cattle. __. 100 | 122.2 | 153. 1 
Wages of all manufacturing workers_...........---....---.-.--| 100 | 102. 1 110.6 
Prices paid by farmers. $ 102.8 112.9 
SIRE OR NOE SEOOOB og. «5 Vhi oe se dlenadadsdasoinknl 101.2 109. 7 
Prices of food items... ___.. | 103. 6 | 115.4 
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Mr. Brown. Call the next witness. ; 
Mr. Fink. Mr. Ralph M. Besse, vice president and general counsel 


of the Cleveland Electric Illuminating Co. and chairman of the 


legal committee of the Edison Electric Institute. 


STATEMENT OF RALPH M. BESSE, VICE PRESIDENT AND GENERAL 
COUNSEL OF THE CLEVELAND ELECTRIC ILLUMINATING CO. 
AND CHAIRMAN OF THE LEGAL COMMITTEE OF THE EDISON 
ELECTRIC INSTITUTE 


Mr. Besse. My name is Ralph M. Besse. Iam vice president and 
general counsel of the Cleveland Electric Hluminating Co. and chair- 
man of the legal committee of the Edison Electric Institute. 

This statement is made on behalf of the Edison Electric Institute 
which is a trade association representing over 80 percent of the tax- 
paying electric utility industry of this country and on behalf of the 
Cleveland Electric Illuminating Co., an electric utility serving ap- 
proximately 1 percent of the Nation’s electric power business in 
northeastern Ohio including the city of Cleveland. 

The statement is in opposition to the section of House bill 3871 
which applies specifically to utility rates, and will be confined to the 
relation of the amendments proposed by that bill to the electric 
utility industry. 

Section 104, subsection (c), of this bill proposes to change paragraph 
(v) of subsection (e) of section 402 of the Defense Production Act to 
require regulated utilities to report all proposed rate increases to price 
stabilization authorities and to consent to the intervention of such 
authorities in any rate proceedings that arise from such changes. The 
present law provides for such reporting and consent to intervention 
only with respect to “rates for resale.”’ 

This amendment would create needless duplication. The primary 
function of existing regulation is price control. It has been both 
adequate and effective. 

Electric rates have for many years been subject to price regulation 
by Federal, State, and local regulatory bodies. State commissions 
have jurisdiction over rates of electric utilities in all but six States. 
In each of these latter States, regulation of rates is by local municipal- 
ities. Interstate rates are subject to regulation by the Federal Power 
Commission specifically charged with this responsibility. Some 
utilities are subject to dual regulation by both State and Federal 
commissions. 

The adequacy of price control is assured by the very nature of the 
proceedings under existing regulation. And every case is subject to 
intervention by either the customers affected or a public representative 
or both. Intervention by any. Federal authority for controlling prices 
would, therefore, be merely a duplication of existing price control. 

Moreover, existing regulation has been very effective in controlling 
electric utility prices. This is well shown both by the low price of 
electricity in comparison to nonregulated prices and by the low return 
to electric companies in comparison with return to nonregulated 
industries. 

Electric rates for household consumption on the average over the 
Nation have not contributed at all to inflation. As shown in chart 
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1, the Nation-wide average unit price for the typical residential use 
of 100 kilowatt-hours per month is lower in 1950 than in any prewar 
year. 

In 1939 the cost of electricity represented 1.7 percent of the typical 
family budget used to make up the Consumers Price Index. The 
corresponding figure for 1950 was only 0.9 percent, or a decrease of 
47 percent. 

Consumer prices generally, as shown in chart 1, have increased over 
70 percent since 1940. So the need for further and duplicating 
electric utility price control must be distinguished from whatever need 
there may be for price control generally. 

A similar picture is shown in chart 2 with respect to the Nation-wide 
average price per kilowatt-hour at which electricity is sold to all types 
of users. The 1950 average is lower than any prewar year. This is 
in sharp contrast with the trend in wholesale commodity prices 
generally, which, as shown in the chart, have increased over 80 percent 
since 1940. (The index increased from 83 in 1940 to 153 in 1950.) 

In 1939 power purchased from utilities represented about 1.41 
percent of the value of manufactured products produced from such 
power. In 1947—latest date of United States census of manufac- 
turers data—the corresponding percentages was 0.74 percent, a 
reduction of 47 percent. 

This result demonstrates adequate capacity on the part of existing 
regulation to hold the line in the electric-rate field in the face of infla- 
tion. ‘There is no evidence at all to indicate the need of Federal 
intervention in this successful process. The place for Federal aid in 
this picture lies in the prevention of the general skyrocketing of prices 
which necessarily affect the costs of even randaial industry. 

In the money markets the electric utilities must compete with 
manufacturing industry and others for required capital. Chart 3 
shows the trend in the last 20 years of rate of return on net worth of 
leading manufacturing companies. Note that this has increased 
nearly three times from 1930 to 1950—from 6.5 to 17 percent. 

Chart 4 shows the rate of return on average capitalization of electric 
utility companies in the Nation. Note that this has decreased 20 
percent in the 20 years from 1930 to 1950—from 7.5 to 6 percent. 

These data show adequate ability on the part of the existing regu- 
latory bodies to hold rate of return down. ‘The electric utilities’ 
earnings are held well below the earnings of the manufacturing indus- 
tries with which such utilities must compete for new money. 

This could be a critical factor in utility expansion in view of the 
fact that the electric utilities—including electric-gas combination 
companies—must raise from outside sources a greater total amount 
of money to finance presently needed expansion than must. be raised 
by all the manufacturing industries in the country combined. 

The total 1951 new construction program of the manufacturing 
industry is several times that of these electric utilities, but 86 percent 
of the money needed to finance the manufacturing industries’ new 
construction program is expected to come from retained earnings and 
other internal sources. Only 14 percent, or approximately $1.8 billion, 
must be raised through the sale of new securities. Due largely to 
their substantially lower earning rate, only about 25 percent of the 
money needed to finance the electric and electric-gas combination 
utilities’ construction program will be provided for by internal sources. 
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Approximately 75 percent, or about $2 billion, must be raised through 
the sale of new securities. 

In the present emergency period excess-profits taxes act to a sub- 
stantial extent as an automatic regulator preventing rates of return 
from rising materially. Returns in excess of 6 percent on capitaliza- 
tion are taxed at excess-profits tax rates. 

It may be pertinent to note that the Committee on Finance of the 
United States Senate in its report of the Excess Profits Tax Act of 
1950, in discussing the special sections applicable to utilities, noted 
that— 

The profits of these industries in the base period years were held down well 
below the profits earned by unregulated industries. Moreover, there is con- 
siderable evidence that rate adjustments for these industries lagged considerably 
behind increases in their costs of doing business. Your committee also believes 
that where industries are regulated by governmental bodies providing only a 
fair rate of return it is undesirable to consider profits allowed by such regulatory 
bodies as excessive for purposes of an excess-profits tax, especially where the 
corporations are held to a relatively low rate of return. 

There is no evidence of need for further regulation or control. 
Both prices of electricity to the consumers and rate of return to the 
companies have been held down at or below prewar levels in contrast 
to the sharp increases in each in unregulated industries. 

During World War II the OPA was active in a number of utility 
rate matters. Near the close of the period of activity of this agency 
Harry R. Booth, then utilities counsel for OPA and Chief of the Publie 
Utilities Branch, is reported (New York Times, October 27, 1946) 
as saying: 

Existing agencies can handle the job of holding utility rate increases to reason- 
able levels, especially since the price level in the utility industry is now below 
what it was in 1941. 

Under nearly all State and Federal statutes utility charges cannot be increased 
without a finding that the proposed charges would be reasonable. These standards 
will certainly make for no more rate increases than the standards underlying 
existing price legislation. 

The conditions which justified this statement in 1946 still exist 
today. 

Intervention by stabilization authorities in regulatory proceedings 
is not required either to keep electric prices down or to keep electric 
company earnings down. Yet no one can doubt that the authority 
will be exercised if granted. The adoption of the proposed amend- 
ment will therefore necessarily result in wasteful use of manpower, 
money, and time on the part of the Federal Government, the State 
commissions, local regulatory bodies, the electric utility companies, 
and local representatives of the consumers. 

The futility of intervention by stabilization authorities is apparent 
from the very nature of utility rate proceedings. There is one basic 
test which governs the level at which electric utility rates are fixed: 
it is a return that will be sufficient to enable the company to obtain 
the necessary capital for continuance and expansion of its business. 

Rates of return which have resulted from existing regulation are 
no more than enough to accomplish this. In fact, there is serious 
question as to whether rates of return are currently high enough to 
enable electric utilities to continue to compete in the capital markets 
for the needed new capital. 
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If the intervention of stabilization authorities served any purpose 
at all related to their function they would endeavor to make this 
situation worse. This being the case, there appears no purpose in 
the public interest for intervention of price stabilization authorities; 
for if the purpose of the intervention was to seek lower rates of return 
than those which would enable attraction of the necessary capital, the 
economic health of the electric industry, the tremendous expansion 
of which is vital to the defense effort, would be jeopardized. 

The only other possible purpose of such intervention would be 
based on the premises that some State, local, or any other regulatory 
body was going to fail in the continued adequate performance of its 
functions, and that it was necessary to set up special Federal machinery 
to guard against such possibility. This is merely hiring policemen to 
police policemen. It is not only wasteful duplication. It is contrary 
to the principles of sound government. 

In conclusion, for these reasons it is urged that this committee 
delete subsection (c) of section 104 of H. R. 3871, Defense Production 
Act amendments of 1951. 

The facts listed above have emphasized that intervention by price 
stabilization groups will only duplicate the already existing adequate 
regulatory facilities, and that on the record of the performance of 
existing facilities such intervention would be without useful purpose 
and could seriously impair the ability of the electric utilities to attract 
the capital necessary for their construction program so vitally needed 
in the defense effort. 

I have attached to my statement some charts, which I believe 
illustrate what I had to say. 

If you will turn to the first one, you will see the return which the 
electric utility industry has been permitted to earn over a period of 
20 vears. 

It is presently at about a 6-percent level, and except for prede- 
pression days, has never varied very much from that. It goes clear 
back to 1930. Our present return is about 20 percent lower than it 
was in 1930. 

On the next chart I have shown the earnings of manufacturing 
industry, which in the same period increased from around 6 to 17 
percent, and the angle of increase in return for the manufacturing 
industry is in startling contrast to the flat rate of the utilities, the 
reason being that we have had effective price control, and the manu- 
facturing industry has not. 

Another way of testing the effectiveness of the control is to look at 
the price of the product itself. 

If we look at the Wholesale Price Index, from 1935 to 1950, as 
everybody knows, it has gone up very sharply, and again it can be 
seen on this chart, the point where I am indicating is 80, and the index 
has gone from there up to 150. 

The index for United States average total sales of kilowatt-hours in 
the electric utility industry is this other line. There was a dip in that 
during the war due to the fact that we had a very high load factor, and 
the cheaper we could make it, there was not much change in rates but 
more of our product was sold in the lower energy brackets. 

Or if we look solely at the use of residential customers then the price 
line goes downward, in comparison to the Consumers’ Price Index, 
which goes upward. 
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Actually, the percentage of the budget of an average consumer, 
according to Consumers’ Price Index, has decreased since before the 
war, for electric energy, about 47 percent, and likewise, the amount 
of the cost of electricity in manufactured products has decreased 
about 47 percent. 

Therefore, we believe that duplication of regulation which would 
result from stabilization authorities appearing in a field where there 
is already a price control which has been proved to be adequate, would 
contribute nothing except extra expense, confusion, waste of man- 
power, and if they were successful, it would actually do damage. 

The electric utility industry, and the gas industry that is combined 
with it, has to raise more money, for example, in 1951, from outside 
sources, than all of the manufacturing industry combined. 

The primary test for fixing rates ‘s the cost of morey, and if the 
intervention of stabilization authorities were to do anything different 
from what is being done now, presumably it would be to reduce the 
return which the electric utility industry now has. 

If it did that, it would certainly raise some doubt about our ability 
to raise this money, because we are presently earning only about 6 
percent, in comparison with much higher earnings on the part of the 
manufacturing industry, with which we must compete for money. 

Therefore, for those reasons, we are opposed to the amendment, 
which would permit that kind of intervention. 

That completes my statement. 

Mr. Brown. Thank vou. 

Mr. Woucorr. Mr. Chairman, may the charts be inserted in the 
record? 

Mr. Brown. Without objection, that may be done. 

(The charts referred to appear on following pages.) 

Mr. Brown. Mr. Patman. 

Mr. Parman. No questions. 

Mr. Brown. Mr. Wolcott. 

Mr. Wotcorr. Mr. Besse, there was a similar provision in the OPA 
law under which we operated in World War II, was there not? 

Mr. Bessr. Yes; there was. 

Mr. Woucorr. Have I been advised correctly that some of those 
cases are still pending? 

Mr. Besse. I don’t know the answer to that. I don’t believe 
there are any in the electric industry. None have been called to my 
attention. But there were many more cases, | believe—certainly 
more notices filed—in the transportation industry than in the electric 
industry and there may be some pending there. 

Mr. Brown. I think there are three cases pending in the transpor- 
tation field. 

Mr. Wotcort. I don’t know in what field they are in, but I know 
some of those cases, I have been advised, are more than 5 years old. 

When this bill left the House, in 1941, it didn’t have any provision 
in it with respect to utilities, for the very reason that we felt that the 
State Public Utilities Commission and the Federal Power Commission, 
the Interstate Commerce Commission, and other commissions, had 
such control over these public utilities, which were all under franchise 
by either the Federal Government or State governments, that they 
were controlled sufficiently. 
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Senator Norris, in the Senate, much to our surprise, succeeded in 
getting an amendment into the bill—I think it was the Stabilization 
Act—which provided that the OPA would have control of public 
utility rates. 

Senator Norris, as we all remember him, was very much interested 
in power, and we went into conference, and as an appeasement to 
Senator Norris and only as an appeasement to Senator Norris, we 
voted to put language in there which was the least obnoxious, and still 
would satisfy Senator Norris. 

That was the language in which we authorized the Office of Price 
Administration to intervene—thinking that there could possibly be no 
harm come from their intervention—in these rate cases. 

And much to our surprise we found that OPA was taking itself much 
more seriously than we intended it should, and that the courts were 
taking this activity on our part down here, in the appeasement of 
Senator Norris, much more seriously than we intended the courts to 
take it. 

Now we are confronted with the fact that they have gotten ac- 
customed to doing this, because of this obnoxious provision which 
would never have been in there, and would not have been in had it 
not been for the back-scratching in the other body. Now they not 
only want the power which they had to intervene in the OPA days, 
but they want an expansion of that power. 

So far as I am concerned, knowing the interest of that language as 
1 do, I do not think it ever had a place in there and I do not think it 
has any place in the existing law. When we wrote it into the Defense 
Production Act of 1950 it was the idea that it would have no more 
force than it had in OPA days, and we thought OPS, from the history 
of it, would not take this situation quite as seriously as they are 
contemplating now, which would nullify actions taken by public 
utilities commissions, the Federal Power Commission and the Inter- 
state Commerce Commission in almost all of these cases. 

So far as I am concerned, it should come out, and personally I 
shall do everything to try to get it out, because not only does it cause 
embarrassment to the utilities, but it is a denial of the sovereign power 
of the States, which has to be left to the States, in the regulation of 
public utilities. 

Mr. Besse. Mr. Wolcott, it would be interesting to you to know 
that Harry Booth, who headed that section in the early OPA days, 
issued a statement, in which he was quoted in the New York Times 
after this was all over, to this effect: 

Existing agencies can handle the job of holding utility rate increases to reason- 
able levels, especially since the price level in the utility industry is now below what 
it was in 1941. 

Under nearly all State and Federal statutes, utility charges cannot be increased 
without a finding that the proposed charges would be reasonable. These standards 
will certainly make for no more rate increases than the standards underlying 
existing price regulation. 

That is from the man in charge of the activity you have just 
described. 

Mr. Wotcorr. Reasonable and in the public interest. 
Mr. Besse. That is right. 
Mr. Wo corr. That is all. 
Mr. Brown. Mr. Multer. 
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Mr. Motrer. I think your industry is one of the few that has 
proved the statement that by increasing production you get a decrease 
in cost. 

Mr. Besse. Yes; that is typical of our industry, sir. It is a volume 
economy industry. 

Mr. Mutrer. It is one of the few industries that have made good 
their promise that if they increased production, they would cut costs. 

Mr. Besse. With some limits, but in general that is right. 

Mr. Mutter. Now you would like to reverse the process, and 
increase the cost as you decrease production? 

Mr. Bessr. As you know, we are in the midst of a tremendous 
expansion. It is estimated that by the end of 1954 we will have 50 
percent more capacity than we had in 1950. That capacity is going 
in at greatly increased costs. It is much more efficient equipment than 
our old equipment, because we are not only increasing the size of the 
units by which we generate, but we are increasing the pressures, and 
temperatures, and whether or not we will be able to hold the line, I 
suspect, depends very largely on what happens to the price of labor 
and the price of coal, because the three big elements in our costs are 
the cost of equipment, cost of coal, and cost of labor. 

If those are permitted to skyrocket, then, volume may not be able to 
overset it. I donot know. We are in a realm of prophecy. 

Mr. Motrer. What objection can there really be to permitting one 
of these emergency agencies, whether it be OPS or one of the other 
agencies, to intervene and be heard on behalf of the consumer, on any 
of your applications for increases in rates? 

Mr. Brssr. Well, I can give you personal experience, or I can give 
you-—— 

Mr. Mutter. I limited it to on behalf of the consumer, but let me 
also say on behalf of Government, which has a great interest——— 

Mr. Besse. The Government, as a consumer, can intervene now. 
So that is not necessary. No new law is necessary. 

Mr. Mutter. I meant the agency would be acting for the con- 
sumers generally. But it also would be acting for all of our citizens in 
trying to keep down inflation. 

Mr. Besse. Well, to start with, the State commissions are also 
representatives of the public, and set up for that purpose, and in 
virtually every case the area affected by the rate has a representative. 
In my own case, if we attempted to raise rates, the city of Cleveland 
would send representatives of its law department down to represent 
the customers. 

In addition, the customers themselves can intervene and very often 
do. 

So that the existing procedure is already filled with a lot of repre- 
sentation of the public, and we do not protest that, the public is 
entitled to be represented, but we feel that they are adequately 
represented. % 

Mr. Mu rer. But in a situation such as we are in now, an emergency 
situation, why shouldn’t the Government itself, the Federal Govern- 
ment, have a right to come in and be heard in all of these instances, 
and point out to the regulatory body, the over-all effect of any in- 
crease throughout the whole country? i 
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Mr. Besse. Of course this statute that is being proposed does not 
limit their intervention to telling the Commission what the over-all 
effect is. 

Mr. Mu rer. Let’s take it one step at atime. What real objection 
can there be to a Federal Government agency being heard by the 
regulatory body when you come in and ask for an increase in rates? 

Mr. Besss. Heard on what, sir? 

Mr. Murer. On your application. 

Mr. Besse. Well, if the Federal Government were to come in on 
the over-all proposition—you are talking about, I presume—to be 
heard on the effect of inflation, I do not believe there would be much 
objection to that. 

But under an identical act, in World War IT, they came in and we 
did not hear anything about inflation. They came in and attempted 
to run the proceedings, in Ohio, by telling us our procedures were 
wrong. They contested the constitutionality of statutes. They 
even initiated proceedings. They appeared in cases where rate cuts 
were being proposed, as distinguished from increases. 

It was an attempt to try a rate case, not to give the Commission 
the benefit of their over-all opinion of the effect of inflation. The pres- 
ent proposed amendment would permit the same kind of thing., 

And that is just duplication because that was done in every rate 
case, and sometimes by two or three people. 

Mr. Muurer. Then you are not hurt if somebody else gets in and 
says to the body, ‘‘Me, too. I am making the same objection as the 
other fellow.” 

Mr. Bessr. Oh my, yes, we are hurt. 

Mr. Mutrer. How? 

Mr. Besse. My company runs a little steam business, which is a 
utility. We heat downtown Cleveland. 

In 1944 we had lost $45,000. We went around to our customers, 
and told them that we had to have some relief for that, because our 
plant was getting old and we had to spend about $4 million and have 
since spent it, to modernize the plant. We wanted to continue to 
serve them but could not do it at a loss. 

They thought it was reasonable, and we had sold the overwhelming 
majority of our customers on the fact that we should have a 15-cent 
increase. 

We appeared before our regulatory body which in the first instance 
was the City Council of Cleveland and the OPA would carry this 
case to the Supreme Court if necessary, without expense to the city 
of Cleveland. 

Well, it was pretty hard for a bunch of councilmen to vote for an 
increase in the face of that kind of a promise, and so they did not 
vote for it, with the result that it was 2 years before we got the matter 
straightened out, and we lost money until we did get it straightened 
out, and it ultimately cost the consumers more than if they had settled 
with us on the compromise basis we offered them. 

Mr. Mutter. I think your difficulty there is not what OPA tried 
to do, but it was having a law in which a legislative body fixed rates 
rather than having it before a regulatory commission, which would be 
subject to review by the courts. 

Mr. Besser. That is the law of Ohio. 
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Mr. Mutter. I think your job is to get that law changed so you 
don’t have that situation again. 

Mr. Besssn. Well, that is the so-called home rule provision in Ohio, 
and the job of changing home rule statutes so as to eliminate them 
is not an easy task. 

Mr. Mutter. But that is not the rule throughout the country. 
Usually your rates are fixed by regulatory bodies subject to review by 
the courts. 

Mr. Busse. Yes, but there are many situations where these things 
are initiated in municipalities, and their council are the representatives 
of the customers, and it is a common place for rate matters to originate, 
and the OPA had people appearing before those in many places. 

Mr. Mutter. How about those few States where there are no 
regulatory bodies? Don’t you think that OPA should be given an 
opportunity to come in there? 

Mr. Besss. I assume you are referring to the fact that there are no 
regulatory commissions. 

I know of no States where there are no regulatory bodies, because 
in the States where there are no regulatory commissions, the cities 
themselves, with the possible exception of Nebraska, where it is almost 
completely public power, the cities themselves have the power of regu- 
lation with appeal to the courts. 

Mr. Mutrer. Thank you, sir. 

Mr. Brown. Thank you very much, Mr. Besse. We appreciate 
your statement. 

Mr. Mutter. Thank you for your time and attention, gentlemen. 

(The following statement was submitted for the record:) 


STATEMENT ON BEHALF OF CENTRAL ILLINOIS PUBLIC SERVICE Co. 


This statement is made on behalf of Central Illinois Publie Service Co., an 
electric and gas publie utility serving 500 cities and communities in the central, 
eastern, and southern portions of the State of Illinois; and is in opposition to sub- 
section (c) of section 104 of H. R. 3871, appearing on pages 10 and 11, which sub- 
section contains a proposed amendment to paragraph (v) of subsection (e) of 
section 402 of the Defense Production Act so as to require utilities to give notice 
of all proposed rate increases to the President or such price-stabilization agency 
as he may designate, and to consent to the intervention of such agency before the 
regulatory authority having jurisdiction to consider such increases. 

The Defense Production Act, as it now stands (sec. 402 (e) (v)), provides for 
such notice and consent to,intervention only with respect to any proposed increase 
in rates for utility services ‘sold * * * for resale to the public.” 

The proposed amendment is unnecessary because of the governmental control 
over electric and gas rates which is already exercised by State and Federal Com- 
missions. 

State commissions, with adequate control over the prices at which intrastate 
sales of electricity and gas can be made, exist in all but six States, and in these six 
electric rates, and in most of them gas rates, are subject to control by local munici- 
palities. Interstate electric and gas rates are controlled by the Federal Power 
Commission; and in some instances utilities are subject to the dual control by 
both State and Federal commissions. 

The chief purpose of the presently existing regulation is the control of prices, 
and the effectiveness of the regulation is shown by comparison of the low prices of 
electricity and gas to nonregulated prices, and the low return to the utilities with 
the return to nonregulated industries. While there may be need of Federal control 
for the prevention of price increases by nonregulated industries, the history of 
State and Federal regulation over electric and gas prices shows adequate preven- 
tion of any undue increases in the prices of those commodities. 

There is a well-recognized distinction*between electric and gas utility companies 
on the one hand and nonregulated utilities on the other, in respect to obtaining 
their respective capital needs for necessary enlargement and extension of facilities. 
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Not only must electric and gas utilities procure practically all of needed capital 
for extensions through the sale of securities, whereas capital needed by manu- 
facturing industries can be said to flow largely from retained earnings and other 
internal sources, but electric and gas utilities must compete with such other 
industries for their required capital notwithstanding that their earnings are held 
well below their nonutility competitors. 

ae: objection to the amendment lies in its wasteful duplication of public 
effort. 

Undoubtedly the authority to be given by the subsection will be exercised, if 
granted. History under the prior act during the late war clearly and certainly 
indicates this, and that as a result there will be a wasteful use of manpower, money, 
and time, not only on the part of the Federal Government but that of the State 
commissions, regulatory bodies, and the utilities as well. 


CONCLUSION 
The above-named company urges that this committee omit subsection (ec) of 
section 104 of H. R. 3871, Defense Production Amendments of 1951. 
CENTRAL ILumNotis Puriic Service Co., 
By N. A. Burewatt, Vice President. 
Mr. Brown. Call the next witness, Mr. Clerk. 
Mr. Fink. The next witness is Mr. Edgar S. Idol, general counsel, 
American Trucking Associations, Inc. 


STATEMENT OF EDGAR S. IDOL, GENERAL COUNSEL, AMERICAN 
TRUCKING ASSOCIATIONS, INC. 


Mr. Ipou. Mr. Chairman, members of the committee, my name 
is Edgar S. Idol, and I am general counsel of American Trucking 
Associations, Inc., with offices at 1424 Sixteenth Street. 

Our association represents the trucking industry on a national 
basis. We are a federation of State associations. In each of the 48 
States there are one or more local associations representing the carriers 
in'that territory, and they send their directors to Washington as our 
policy-making body. 

The interest of the motor-carrier industry in the extension of and 
amendments to the Defense Production Act of 1950 is confined to 
paragraph (v) of subsection (e) of section 402, which provides certain 
exemptions from the executive authority to control prices. Three 
different segments of the motor-carrier industry are affected, in entirely 
different ways, by proposed amendments and extension of the act. 

Summary. Extension of controls: Section 402 (e) (v) now exempts 
from control ‘‘rates charged by any common carrier or public utility.” 
H. R. 3871 would amend the law by making the exemption applicable 
only to those utilities “whose proposed increase in any rate or charge 
is subject to control by a Federal, State, municipal, or other public 
regulatory authority * * *.” 

The principal effect of this amendment would be to bring under 
price control the rates of local cartage carriers, the only substantial 
group affected by the proposal. Price control over such utilities is 
unnecessary in normal times, as evidenced by the fact that neither 
Federal, State, nor local authorities has ever attempted it, although 
intercity carrier operations are almost universally subject to rate 
control. 

The explanation of this state of affairs is found in highly competitive 
nature of the business, the insurmountable administrative difficulties 
involved as the result of the great number of small carriers in the 
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business, and the complexity of and wide differences in the types of 
service rendered. That such controls are also unnecesary during an 
emergency was amply demonstrated during World War II, when the 
Congress very wisely refused to apply price-control measures to local 
cartage operations. The amendment should be rejected. 

Proposed extension of notice requirements. Under the present act, 
public utilities engaged in supplying property or services for resale to 
the public are required to give 30 days’ notice of any increase to the 
OPS. No similar requirement is imposed upon carriers who furnish 
service direct to consumers. 

The proposed amendment would require regulated carriers to give 
30 days’ notice of proposed increases, not only to State and Federal 
commissions but also to the Price Administrator. 

On the surface, the request for such notice appears innocent 
enough. No practical difficulty is encountered by regulated carriers 
in simply sending copies of their tariffs and supplements to OPS. 

However, during World War II, a similar requirement resulted in 
the carriers being forced not only to give notice of increases but also 
to justify them to the Price Administrator. The result was an enor- 
mous amount of unnecessary work, delay, and expense. At the 
request of the Director of Price Stabilization, motor carriers are now 
voluntarily giving notice to OPS of all important changes in their 
price structures. 

Even if this were not done, the Director could very easily obtain 
such information from the files of the regulatory authorities. The 
proposed amendment should not be adopted. 

Regulation of contract-carrier rates. The present law gives the 
Price Administrator full control over rates charged by contract 
motor carriers, and that control would be extended without change 
under H. R. 3871. Natural competitive conditions in the trans- 
portation industry make it generally impossible for contract motor 
carriers to obtain excessive rates for services. It is administratively 
impossible for any agency to pass upon and approve intelligently 
each individual increase in contract-carrier charges. The public 
interest will be protected and the price-stabilization program better 
served if the authority of the Director is limited to passing upon 
those increases which appear to be excessive. 

However, since no regulatory authority presently has power to 
control the maximum rates of contract operators, the OPS should 
have notice of and power to prevent any contract carrier from taking 
advantage of shippers in those unusual situations where excessive 
charges might be collected. To accomplish this purpose, we suggest 
the following amendment to section 402 (e) (v): 

The authority conferred to controi maximum prices shall not be exercised 
with respect to the following: 

Rates charged by any contract carrier by motor vehicle: Provided, however, 
That no contract carrier shall make any increase in its charges for services sold 
by it unless it first gives 30 days’ notice to the shipper or shippers who are to be 
charged such increased rates and the Office of Price Stabilization may, upon the 
a a of a shipper or shippers, investigate such increased contract-carrier 
charges. 

The Office of Price Stabilization may suspend such charges for a period of 30 
days during the pendency of the investigation. The Office of Price Stabiliza- 
tion, after due investigation, may declare such increased contract-carrier charges 
unlawful if it is found that they are not compatible with the standards of the 
price-stabilization program in that they are inflationary and are not consistent 
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with increased costs and would result in an unreasonable return for services 
performed. 

Extension of controls to unregulated motor carriers. In his state- 
ment before this committee, Director DiSalle said that the Congress 
did not intend to exempt rates otherwise unregulated. We take issue 
with that statement. If, in enacting the 1950 act, the Congress had 
intended to limit the exemption to regulated carriers, it would have 
been a very simple matter to carry out that intention by appropriate 
language. 

We believe the real fact is that Congress simply followed the policy 
adopted during World War I, when all common carriers, both regu- 
lated and unregulated, were exempt from price control. During the 
last war no great profits were noted in any section of the trucking 
industry; no freight companies emerged w ith swollen profits, and no 
injury was noted to the national economy. 

The proposal for extension of controls is presented to the Congress 
without reasonable support. If there are any reasons why controls 
should be exercised over this segment of the trucking industry, then 
they should have been supplied to this committee. 

The Local Cartage National Conference opposes the extension of 
control for the following reasons: 

Administration of comprehensive rate controls over local cartage 
common carriers was discarded by Congress when the Motor Carrier 
Act was enacted in 1935. At that time, ‘Congress, after a very lengthy 
and searching inquiry, found that it would be impractical and in- 
expedient to attempt to bring all motor common carriers under rate 
control, and Congress, therefore, exempted from rate controls all such 
common carriers-doing an interstate business within our cities and 
their commercial areas; since 1935, no reason has been found to 
change that wise and proper finding. 

Administration of any rate controls over local cartage common 
‘arriers has been attempted by only four of the States. State regula- 
tion over motor common carriers has been in effect for many years, 
and, as of this date, only California, Oregon, Pennsylvania, and Wash- 
ington have attempted, either partially or in any manner, to control 
rates of common carriers operating with their cities and adjacent 
areas. 

If Congress and the legislatures of the States have found it inexpedi- 
ent and useless to attempt such rate controls of local common carriers 
after many years of careful investigations, why the necessity of now 
attempting such rate controls and vesting the power of such controls 
in a body totally lacking in the necessary knowledge and expérience 
of the rate-making bodies, such as the Interstate Commerce Commis- 
sion or the Public Service Commissions of the various States? To do 
so would certainly serve no useful purpose. 

Using OPA as an example, the record is replete with illustrations 
of where OPA became nothing much more than a nuisance with their 
interventions before rate bodies, such as ICC or the State commis- 
sions. Their tactics were found to be little more than bureaucratic 
delaying tactics, with little or no basic knowledge or reason for attempt- 
ing to avoid rate adjustments that were, when measured by men skilled 
in rate making, found justified. If rates of common carriers are to be 
controlled, they should be controlled by the proper commissions set up 
for that purpose. 
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There is no need for any public controls over the rates of local cart- 
age common carriers. When a common carrier is given a franchise to 
serve a given locality, and the public must use such service, there is 
need for some control over his charges. But, local cartage common 
carriers have no monopoly in any territory, but operate over the whole 
of a metropolitan area where they are highly competitive with each 
other. 

Local cartage common carriers do not operate on any fixed schedule 
of rates for the simple reason that scarcely any two operations are 
alike. For example, two mercantile establishments may be selling 
exactly the same commodity in the same city but the rates for dis- 
tribution will be entirely ‘different because one establishment. is 
located and does business in a highly congested area, while the other 
does business in a suburban area. Hence, rates of local cartage com- 
mon carriers are generally fixed by competitive bidding, which always 
guarantees the lowest possible rates. 

Competitive situations prevent unfair pricing. No price can be 
fixed on a service that cannot be defined with some degree of accuracy. 
Such is the trucking business of common carriers operating within 
cities and their adjacent commercial territories, known as local cartage 
operations. Rates must be predicated on the quantum and cost of the 
service to be performed. 

Under this competitive bidding system there can be no policing 
of any rates charged by these local cartage common carriers. Any 
attempt to fix or freeze the rates of the few well established large 
operators of any community immediately exposes them to the loss of 
business to the small or single truck operator who keeps no records, 
scoffs at any thought of any regulation, and will pay no attention to 
such controls, even if he knows about them, until he is brought to 
the bar of justice, and that could not be done by the multitude of 
enforcement people of the days of the OPA (1943-45). 

Control of prices of services of local cartage common carriers would 
serve no useful purpose but would cost government and industry 
untold millions. These carriers operate over such short distances 
that rates generally amount to only a fraction of a cent per article. 
For example, canned goods weigh around 45 pounds per case of 24 
cans, each selling for from 25 to 40 cents. With cartage rates stand- 
ing at 5 cents to 30 cents per 100 pounds, even a 5 cent per 100 pound 
increase, which would amount to an astounding increase for local 
cartage common carriers, such an increase would only amount to 
about one-twentieth of a cent per can. In other words, taking a 
fairly high rate of 30 cents per 100 pounds, to increase the cost of a 
can of vegetables 1 cent would be necessary to increase the hauling 
rate to approximately $1.24 per 100 pounds. That would be an 
utter impossibility. 

During the life of the Emergency Price Control Act of 1942 all 
local cartage common-carriers were exempt from price control and 
no ill effects resulted. Throughout World War II such common 
carriers were exempt from price controls. During all that period no 
great profits were noted in this part of the trucking industry, no great 
companies emerged from swollen profits, and no injury was noted to 
the national economy. On the other hand, these local common 
carriers performed a great wartime service. 
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The only purpose to be accomplished by eliminating the present 
exemption applicable to all common carriers would be to extend 
Government bureaucracy and Government waste of millions of tax 
dollars, when there are many other places that such effort would be 
in the public interest. 

Even by this extension of the bureaucracy of the Price Administra- 
tion Office by the hundreds of employees that would be required to 
attempt, even in a feeble way, to police such extension of the Price 
Control Act. No beneficial results would be accomplished for the 
American people, but, to the contrary, the now-established and 
easily found local common carriers would be required to keep many 
new records, would be constantly harassed by investigations, would 
find endless and heartbreaking delays in attempting to clear records 
through the Office of Price Stabilization (if we can use OPA of World 
War II as a measuring stick, and we are sure we can rely on that 
record), while the great multitude of such motor carriers would; as 
they did before without molestation, thumb their noses to any 
regulation. 

For these reasons, the common carriers operating within metro- 
politan areas respectfully state that the proposed amendment of 
section 402 (e) (v) is totally unjustified, would set up a law that 
could not be policed, and would be destructive of an essential part of 
the Nation’s transportation system. 

Extension of notice requirements to regulated common carriers. 
In his discussion of this amendment before this Committee, Director 
DiSalle said, ‘‘We only want the companies to give us advance notice 
of increases so that we have a real opportunity to present our views 
to the State commissions.” 

if the matter of giving notice were as simple as it sounds in Mr. 
DisSalle’s statement, we would have no objection to the proposed 
amendment. But our experience under a similar provision during 
World War IT indicates that this apparently simple requirement may 
become a very expensive and troublesome problem. 

The Emergency Price Control Act of 1942 limited a similar notice 
requirement to ‘‘general’” imereases. By interpretation, however, 
almost any increase became a “‘general’’ increase. There are literally 
hundreds of adjustments made in rates every month by common 
carriers by motor vehicle which have no relationship to or affect on 
general price levels. 

During World War II, under a law similar to that here proposed, 
we were required to furnish the Price Administrator with a detailed 
statement of justification for every such inérease made. That kind 
of work requires men trained in technical tariff and rate matters. 
Aside from the cost of employing such men, they are almost unobtain- 
able during a period of emergency such as now confronts us. 

The great mass of small adjustments have no noticeable effect on 
the general price structure. Those which are important are the 
general increases, affecting large areas of important movements of 
particular commodities. Substantially all of the major motor carrier 
rate bureaus are now giving voluntary notice to the Director of all 
such general increases. That voluntary action is ali that is required 
to enable the Administrator to protect the public interest by appearing 
before the regulatory bodies. 
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We strongly object to the enactment of legislation which will place 
any administrator in a position to make unnecessary and unreasonable 
demands. Our objection is not intended as a complaint against the 
officials now in charge of price controls. Apparently, there is a meet- 
ing of the minds between motor carrier executives and price control 
officials as to what should be done, and we have no fear of onerous and 
unjustified demands being made upon the carriers so long as the 
organization remains ‘‘as is.’”’ But there is no guaranty that the 
same men will be in charge of this program for the period of the 
emergency. 

We think the present situation clearly indicates that there is no 
necessity for a change in the law. No necessity has been shown by 
Director DiSalle. If the committee feels that some compulsory 
authority should be given to the Director, we strongly urge that it be 
limited to increases 1n classifications ratings, exceptions ratings, and 
class rates. 

In general, such increases all have broad application, can be justified 
on records made in the carriers own public docket proceedings, and 
the notice requirement will not be an excessive burden. But no 
general and unrestricted authority should be given which can be 
construed by some future administrative official as requiring justifica- 
tion of increases before OPS as well as ICC. 

Control of contract carrier rates. The maximum charges of con- 
tract motor carriers are now controlled pursuant to the provisions of 
the Emergency Price Control Act as implemented by the regulations of 
the Office of Price Stabilization. The regulations of OPS provide for 
no adjustment in charges of contract carriers. 

An industry committee appointed by OPS has met on two different 
occasions with the personnel of the aforementioned agency and have 
made specific recommendations for price adjustment provisions. Up 
to the present writing no action has been taken. 

Contract motor carriers do not serve the general public, but confine 
their services to persons with whom they have contracts. The 
services so performed are ordinarily those which the shipper could 
perform in private transportation. The rates charged in the absence 
of any controls closely approximate what performance would cost the 
shipper with its own vehicles. This constitutes a natural economic 
ceiling. 

However, when labor, materials, and supplies go up, these carriers 
must, if they are to stay in business, increase their charges. Under 
the existing laws and regulations such is not possible. Because of this 
condition many contract carriers are discontinuing the rendition of 
unprofitable services, and the shippers are forced to common carriage, 
which costs more than the contract carrier would charge if permitted 
to increase its rates. 

The contract carriers recognize that their maximum charges are 
under the Emergency Price Control Act because the same are not 
subject to the jurisdiction of the Interstate Commerce Commission as 
are the maximum rates of common carriers. However, the Interstate 
Commerce Commission is not obliged to approve cach and every rate 
increase filed by a common carrier. It only investigages those which 
there is some reason to believe are unlawful, and such investigation is 
undertaken upon complaint of an interested party. What is here 
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proposed would give OPS the same power over the maximum rates of 
contract carriers. 

While the Office of Price Stabilization has issued no regulation pro- 
viding for rate adjustments we are confident that it will do so eventu- 
ally. Such procedure for adjustment will, in all probability, require 
prior approval of all adjustments. Such a requirement will make it 
necessary to investigate each contract carrier price adjustment which 
will require an enormous staff at considerable public expense. 

Furthermore, it will lead to a great deal of delay which is costly 
to the contract carrier industry and to the shippers served. Our 
proposal will reduce materially the cost of regulation, eliminate undue 
delays and still provide a regulatory process which has been success- 
fully used for years. ; 

The contract carriers are not seeking exemption from price regula- 
tion if there is a public need for the same. They are simply seeking 
the type of regulation imposed upon other for-hire carriers and a type 
of regulation which experience has shown has served the public 
interest well. 

Following consideration of these matters by the Board of Directors 
of the Contract Carriers Conference held in Washington, May 9, the 
following resolution was adopted by that body: 

Whereas, the natural competitive conditions in the transportation 
industry make it impossible for contract motor carriers to make exces- 
sive charges for services performed, and 

Whereas, it™is a practical impossibility for any regulatory agency 
to approve of each individual increase in contract carrier charges, and 

Whereas, the price stabilization program and the public interest 
does not require such approval but will be as well served if the Office 
of Price Stabilization only investigated and passed upon those in- 
creases which appear to be excessive, and 

Whereas, the Congress of the United States is considering the ex- 
tension of the Defense Production Act of 1950 and the American 
Trucking Associations will represent the views of the motor carrier 
industry before the Congress during such consideration; Be it 

Pesolved, That the American Trucking Associations be requested 
to present the views of the Contract Carrier Conference of the Amer- 
ican Trucking Associations, and be it further 

Resolved, that the American Trucking Associations be requested 
to urge the Congress to include in any price control legislation the 
following: 

The authority conferred to control maximum prices shall not be 
exercised with respect to the following: 

Rates charged by any contract carrier by motor vehicle provided, 
however, T hat no contract carrier shall make any increase in its charges 
for services sold by it unless it first gives 30 days’ notice to the shipper 
or shippers who are to be charged such increased rates and the Office 
of Price Stabilization may, upon the complaint of a shipper or shippers, 
investigate such increased contract carrier charges. The Office of 
Price Stabilization may suspend such charges for a period of 30 days 
during the pendency of the investigation. The Office of Price Stabil- 
ization, after due investigation, may declare such increased contract 
carrier charges unlawful if it is found that they are not compatible 
with the standards of the price stabilization program in that they are 
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inflationary and are not consistent with increased costs and would 
result in an unreasonable return for services performed. 

One further point requires discussion on behalf of contract carriers. 
In three States, Massachusetts, Colorado, and California, the public 
utilities commissions have authority to require maintenance of rates 
by contract carriers on the same level as common carriers. Since 
the price freeze, increases in rate levels ordered by those commissions 
have resulted in a conflict between rates required to be maintained by 
State authority and ceilings imposed by the Office of Price Stabiliza- 
tion. 

Effective May 1, OPS issued an order purporting to resolve that 
conflict, by giving its regional directors authority to adjust ceiling rates 
provided State regulatory agencies file petitions and submit evidence 
substantiating their rate pr oposals, That order is not a good solution. 
Under it, the contract carriers themselves are powerless even to apply 
for relief, and we are advised that the State commissions are unhappy 
about the imposition overriding Federal authority; further, the OPS 
order requires submission by the State public utilities commission of 
a petition including a certified copy of the State law, a schedule of 
the rates concerned, a schedule of the rates ordered or contemplated, 
the data considered by the State commission in making its findings, 
and statement of the findings made or proposed to be made by the 
State commission, plus a copy of any order issued pursuant thereto? 

There is no more necessity for Federal control of contract carrier 
rates where increases are controlled, authorized or approved by State 
regulatory commissions than for like control of common-carrier rates. 
We urge correction of this situation by an appropriate exemption whic :h 
will treat such rates exac tly as other regulated increases are treated. 

In 1941 the class I motor carriers of the country had taxable revenue 
of some $25,000,000. In 1942 that increased to almost $30,000,000. 

From that point, on the income of the industry decreased very 
rapidly, $18,000,000 in 1943, $14,000,000 in 1944, and in 1945, all of 
the class I motor carriers of the country had total taxable income 
of $1,655,000. After taxes, they were in a deficit position. 

We don’t think that that was entirely attributable to the fact that 
the OPA had authority to protest rate increases. There were three 
major problems of the carriers at that time. Perhaps the greatest 
was the extreme difficulty in getting equipment and manpower to 
conduct operations. 

Another factor, which contributed greatly, was high taxes on income 
which made it impossible for the carriers to replace fleets. 

“ But certainly, the efforts of the OPA to keep prices down had a 
very definite effect upon our very poor financial experience during 
World War II. 

The bill now before you proposes to change the provision of the 
present law, which exempts generally from control rates charged by 
any common carrier. 

‘he principal effect of that change will be felt by carriers operating 
locally within municipal areas. 

They are not presently regulated by the Interstate Commerce 
Commission, but that fact is not due to any lack of authority in the 
Commission. The Federal Motor Carrier Act authorizes the ICC to 
regulate all rates and services performed within municipal areas at 
any time they find that desirable in the public interest. 
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Our local cartage people feel very strongly that any attempt to 
impose the kind of blanket ceilings, which are the only things adminis- 
tratively possible, by the OPA, would result in complete administra- 
tive chaos. 

They have so many small operations, they are of such different types, 
that prices are not fixed as are prices on retail sales generally, either of 
services or of products. 

We believe that the experience of World War II, when these par- 
ticular operations of common carriers were not subject to price control, 
is all the evidence the committee requires as to the lack of any need 
during the current period. 

You had no regulation, gentlemen, within municipal areas, of com- 
mon carrier activities, during World War II. 

Another point in which an entirely different segment of our industry 
is interested, is the provision of the proposed act, under which notice 
would be required to be given by carriers subject to regulation, of 
their proposed increases. 

The point was raised by a gentleman appearing just ahead of me, 
that the present law does not require such notice. 

In the motor-carrier field, the officials in charge of administering the 
Price Control Act have already approached our people on the subject 
of obtaining advance notice of any proposed changes of general 
importance. 

They have been told, by our tariff-issuing bodies, that they will 
receive such notice, and they are getting it. 

There are many hundreds of changes made in rates, every month, 
which are not of particular importance and have no particular effect 
on the general economy. 

The only ones which have any general effect are general increases 
governing all rate levels within an area, or all rates, perhaps, on a 
particular type of group of commodities, and with respect to those 
types of increases, the Price Stabilization Director is now receiving 
advance notice, in addition to that which is given to the ICC, and 
where the ICC has power to control. 

We believe that that is all that is required to afford the Director 
of Price Stabilization the information he ought to have to intervene 
in behalf of the Government in cases of general interest. 

A third segment of our industry are the contract carriers. Those, 
as a matter of a general statement, are not subject to maximum price 
regulation, either by the State or Federal authorities. That group of 
carriers has a separate position. They start with recognition of the 
fact that they should not be exempted completely from control over 
their maximum prices. Their position, first, is that, as a general 
proposition, their rates are lower than those charged by common 
‘arriers, because their services, as a rule, are a straight substitute for 
private operation and their costs must not be very much more than 
any industry can operate its own equipment for. 

But they have had difficulty with getting any relief from increases 
which they are compelled to have if they are to stay in business. 
They are confronted, as you know, with increases in labor costs. All 
motor carriers operate on a small profit margin. The average cur- 
rently is about 5 cents, out of the revenue dollar, or about five percent 
of gross income. 
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Their labor costs are very close to fifty percent of their total ex- 
penses, and a 10-percent increase in labor costs will completely wipe 
out the average profit margin. 

It has been some 4 or 5 months since a ceiling was established on 
contract carrier prices, and a number of them have had to sustain 
labor-cost increases, and up to date they have had no procedure 
devised through which they can accommodate their revenues to these 
increased costs. They have a very specific recommendation to make 
to you on how the matter should be handled, and they ask for this 
particular exemption. 

The authority conferred to control maximum prices, shall not be 
exercised with respect to the following: 

Rates charged by any contract carrier by motor vehicle, provided, 
however, that no contract carrier shall make any increases in his 
charges for services sold by it unless it first gives 30 days’ notice to 
the shipper or shippers who are to be charged such increased rates, 
and the Office of Price Stabilization may, upon the complaint of a 
shipper or shippers, investigate such increased contract carrier 
charges. 

The Office of Price Stabilization may suspend such charges for a 
period of 30 days, during pendency of the investigation. 

The Office of Price Stabilization, after due investigation, may 
declare such increased contract carrier charges unlawful, if it is found 
that they are not compatible with the standards of the price-stabiliza- 
tion program, in that they are inflationary and are not consistent 
with increased costs, and would result in an unreasonable return for 
the services performed. 

There is one further minor point raised by the contract carrier 
group. 

In three States, Massachusetts, Colorado, and California the public 
utilities commission has authority—and exercises the authority—to 
require contract carriers to maintain rates upon the same levels which 
they prescribe for common carriers. 

Since the price freeze, increases in price levels ordered by those 
State Commissions have resulted in a conflict between rates required 
to be maintained by the State commissions and the ceiling imposed 
by the Office of Price Stabilization. 

Effective May 1, OPS issued an order purporting to remove that 
conflict by giving its regional directors authority to adjust ceiling 
rates, provided the State commissions—not the carriers—provided 
the state regulatory agencies file petitions and submit evidence sub- 
stantiating their rate requirements with the regional director of the 
Office of Price Stabilization. 

We are advised by a number of our carriers in those States that 
State commissions do not relish the idea of having to, themselves, 
prepare petitions, submit, in cousiderable detail, the evidence which 
they think justifies an increase in prices, and submit that to the 
regional man for the Office of Price Stabilization. 

With respect to that situation, the contract carriers request that 
the committee correct this situation by an appropriate exemption 
which will give them the same treatment as common carriers in 
States where their maximum prices are subject to regulation. 

I believe, gentlemen, that that summarizes my statement on this 
subject. 
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Mr. Brown. Thank you, Mr. Idol. 

Mr. Multer. 

Mr. Mutrer. No questions. 

Mr. Brown. Mr. Wolcott. 

Mr. Woxcorr. No questions. 

Mr. Brown. Thank you very much, Mr. Idol. 

Call the next witness, Mr. Clerk. 

Mr. Hauuanan. Mr. T. C. MacDuffee, general president, Associated 
Master Barbers and Beauticians of America. 


STATEMENT OF T. C. MacDUFFEE, GENERAL PRESIDENT, ASSO- 
CIATED MASTER BARBERS AND BEAUTICIANS OF AMERICA 


Mr. MacDurrer. Mr. Chairman and members of the committee, 
my name is T. C. MacDuffee. The Associated Master Barbers and 
Beauticians of America is an association of barber and beauty shop 
owners and managers as active benefit and nonbenefit members; of 
barber and beauty school operators, supply dealers and manufac- 
turers of barber and beauty equipment and supplies as associate 
members; of some employed personnel as inactive benefit and non- 
benefit members; and of some employed personnel and students and 
instructors in barber and beauty schools as social benefit members. 
The association is national in scope, its members being organized in 
local area chapters in most of the principal cities in the United States. 
The association has been continuously active since its organization on 
November 19, 1924. Its purposes are to promote both the economic 
and professional welfare of those engaged in barbering and beauty 
culture. 

The members of the barber and beauty culture professions urge that 
the committee insert an amendment into the bill to amend and 
extend the Defense Production Act of 1950, that will exempt barber 
and beauty services and wages from ceiling regulations by OPS 
because: We render semiprofessional services which are not rendered 
in connection with distributing or processing any commodity. Our 
service fees are not too high—our incomes and wages are still sub- 
standard. Census Bureau statistics bear this out. 

The emergency is not so pressing or serious as to require regulation 
of strictly intrastate businesses. 

Our service charges were exempt from ceilings under the 1942 Price 
Control Act, and for all of the reasons we were exempted then we 
should be exempt now. 

OPS has declined to define our services as professional services 
which would be exempt from ceiling regulations under section 402 (e) 
Gi) DPA. 

There are ample numbers of both barbers and beauticians engaged 
in the businesses which will keep competition at high pitch. There is 
no manpower shortage now, and even in World War II there was no 
suffering on the part of the public for lack of practitioners. A flagrant 
example or two of excessive price increases should not be sound cause 
for imposition of service price and wage controls on all of the barber 
and beauty culture businesses. 

Barber and beauty-culture service charges are not inflationary and 
have no substantial or significant effect upon the general cost of living. 
They are luxury services. Small-shop owners, one-, two-, or three- 
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man places, have neither the time nor the finances to assume the added 
burdens of preparing, maintaining, and submitting the volume of rec- 
ords and reports required of those who are subject to price controls by 
OPS. We are specifically subjected to the provisions contained in 
CPR 34 issued by OPS. 

By outlining and explaining briefly five general reasons why barbers 
and beauticians should be exempted from service prices and wage ceil- 
ings we hope to establish with the committee the need for the requested 
amendment to the Defense Production Act. 

Because of the commission payment system in our businesses the 
wages paid vary greatly, both from shop to shop and from operator to 
operator. The more skillful operator certainly is entitled to receive 
a higher fee for his services than is one not as competent. Ceiling 
prices on services thus restrict the skilled practitioner to an income be- 
low that which he rightfully deserves. He is penalized unjustly, be- 
cause he sells his time, skill, and knowledge, not a package of mer- 
chandise. Just as the high-rated physician is in position to charge and 
receive premium fees for his services, so is the high-rated barber and 
beautician able to charge and receive higher fees for selective and su- 
perior services. And, like the physician’s services, there are no com- 
modities involved in the sale of barber- and beauty-shop service. 

Ceiling prices on our services act as a brake on the initiative of the 
individual to improve himself, and through such improvement, be of 
added benefit and value to the public he serves. 

The benefit of superior skill and experience is of extra value to a 
practitioner’s patron. The patron is willing to pay for superior ser- 
vice, and it is unfair to deny to the skillful and experienced operator 
the fees he is entitled to as a reward for his years of study and training. 

It is pointed out that payment of wages to employees in barber and 
beauty shops is on the basis of a moderate guaranty up to a certain 
amount of the total receipts from the services rendered by the em- 
ployee, plus a percentage of the receipts over the amount upon which 
the guaranty is based. 

The moderate guaranty has become a fixture in the barber and 
beauty-culture professions for the purpose of restricting the number of 
employees in a shop to the maximum number who can successfully 
earn a living therein. The payment of percentage on the overage re- 
ceipts has been adopted as the method by which the more experienced 
operators and those longest in employment in the same shop may 
strive to improve their incomes and their standards of living. 

It must therefore be established in the minds of the committee 
members that barbering and beauty-culture wages are determined by 
the payments of percentages on the individual'receipts of the operator. 
These wages may violently fluctuate from season to season or from 
week to week, depending on volume of clientele. And these wages 
certainly are directly dependent on the prices for services that prevail 
in the shops. 

Percentages granted to employed operators in barber and beauty 
shops vary from 50 percent to 75 percent—in most cases the per- 
centage is either 65 percent or 70 percent. In no other vocation is 
the payment of wages so sensitively connected with the prices charged 
for services, as is the case in the barber and beauty-culture professions. 
It is only through developing the popularity of a shop and its person- 
nel and through increased prices for services dispensed in the shop 
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that the wages and living standards of barber and beauty shop 
employees may be improved to levels comparable with the needs 
imposed by our present economy. 

By establishing that wages paid to barber and beauty shop em- 
ployees are controlled by the prices charged for services in the shops, 
we point out to the committee that there is not as yet any situation in 
the United States where service prices in barber and beauty shops are 
at excessive levels. 

We point emphatically to the price schedules that prevail in the 
majority of barber shops in a city such as Los Angeles, Calif. Haircut 
prices in Los Angeles range from 75 cents to $1.25. Shaves range from 
40 cents to 75 cents. ‘The higher level of prices compares equally 
with the higher prices charged in other major cities. 

Consider the sum of money the Los Angeles barber asks his patron 
to spend with him. It is hoped that the average patron will visit 
the barber twice each month for a haircut in order to look well groomed, 
and at $1.25 per haircut, the top price, the total he need spend for this 
service is only $2.50 each month. An occasional haircut is the 
only service dispensed by the barber which even remotely approaches 
a necessity, and the patron may easily space his barber-shop visits 
to once in 3 weeks or once each month. Or, if he feels fuming resent- 
ment against what he asserts are excessive haircut fees, he may submit 
to having his hair sheared off by his wife or his sister, or brother, and 
thus bypass the barber entirely. Barber-shop shaves have become 
a rarity, and income from shaves cannot be relied upon. 

If we are to bring out the true situation to emphasize the actual 
economic situation of the average Los Angeles barber, it is necessary 
that we refer to the barber’s opportunities for income as far back as 
20 years ago. Then he received 50 cents for a haircut and 25 cents for 
a shave. Then the average patron would purchase two haircuts a 
month, and in addition thereto would purchase two or three shaves 
each week. Hence the patron would buy at least $2.50 worth of 
shaves each month and would probably spend $1 for haircuts in the 
same period, a total expenditure of $3.50 each month for barber-shop 
services. 

A reduction in shave prices, as we have already pointed out, would 
not aid the economy of the barber today, because the average man 
is a home shaver, and he will continue to be, regardless of shave prices 
in the shops. Our reliance must be on haircuts for income. Checks 
on shops with cheap shave prices have revealed that the shops which 
schedule cheaper shave prices actually give fewer shaves than do the 
shops charging top prices. 

Possible earnings of the average Los Angeles barber on the basis 
of average receipts per patron indicate that his actual dollar wages 
should be less now than was the case 20 years ago. However, the 
factor that assures him more wage dollars today is the reduced num- 
ber of barbers now practicing, which operates to bring more haircut 
customers to the chair of each barber. However, there is no man- 
power shortage in our shops. Barbers are easily secured. Even 
during World War II there was no actual shortage. 

The barber in Los Angeles who receives an average weekly wage 
of $75 is deemed to have a superior position, and the bulk of Los 
Angeles barbers must be content to accept wages below this figure 
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A large percentage earn less than $50 per week, because numerous 
shops charge 75 cents and $1 for haircuts. 

We contend that even if all Los Angeles barbers earned as much 
as $75 per week, these earnings are not inflated. Skilled craftsmen 
such as bricklayers, carpenters, plumbers, decorators, and so forth, 
all are receiving wages considerably above the $75 per week figure. 
And in view of the fact that we have made clear to the committee 
that wages are sensitively governed by the schedule of prices of 
services in the shops, we submit that our contention is valid when 
we state that top haircut prices today are not excessive. 

A valid thesis can also be presented to fully justify beauty shop 
schedules of service charges, because it is an extraordinary instance 
when an employed beauty operator will earn more on an average 
than an average employed barber. 

Owners and operators of barber and beauty shops, in most cases, 
are little if any better off than their employees regarding net income. 
Store rents are high, supply costs are high, laundry costs are high, 
decorating and repair and remodeling costs are high—every item 
that enters into the costs of operating barber and beauty shops has 
been subjected to inflationary influences. The average shop operator 
has lagged behind the parade, rather than taken the radical moves 
that would have anticipated the forces of the inflationary trend. 
The most serious phase of the situation is that the average shop 
owner needs further adjustment of his service charges upward in 
order to keep pace. There are far too many instances of shop owners 
who delayed increasing service charges and now find themselves with 
sharply increased operating costs and cheaper dollars which do not 
buy as much, but with no more physical dollars with which to do 
business, pay rent and overhead, and meet the salary needs of their 
employees. 

It is important that your committee be informed that thousands 
of shop owners, both barbers and beauticians, have been forced to 
discontinue their businesses because of doubled and trebled and 
quadrupled store rents and substantial increases in all other costs of 
doing business. There is not a city in the country where barber or 
beauty culture service prices have been raised in keeping with the 
vast increases they have encountered in operating costs. 

We admit that perhaps 10 percent of the barbers and beauticians 
in the United States have been both astute and fortunate in their 
ability to forecast economic trends and, acting upon their convictions, 
have been able to fortify their positions and retain financial security. 
At the same time we contend that 9 of every 10 barbers and beauti- 
cians are suffering substandard living conditions and need a means to 
improve themselves economically. 

The OPS interpretation No. 37 freezing prices and wages of barbers 
and beauticians acts as a positive bar to efforts on the part of the 
allied professions to work out their own destinies by laboring to over- 
come inequities. 

We contend that the services of the barber and the beautician must 
be classed as luxuries. To point up our contention we observe that 
any of the services dispensed by a barber or beauty practitioner may 
be either bought or avoided at the whim of prospective patrons. <A 
possible exception is an occasional man’s haircut. And we previously 
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suggested that a man’s relative could shear his hair if he wished to 
avoid securing this service in a barber shop. That it pays to look 
well is admitted to be a desirable aim of the average person, but the 
desire is not a necessity any more than the desire for an “Old- 
Fashioned”’ in the mind of a person makes that desire an economic 
requirement. 

The fact that people do patronize our barber and beauty shops and 
are willing to pay for services rendered is not an argument to sustain 
a contention that barber and beauty shop prices have an adverse 
effect upon the cost of living. In times of economic distress the barber 
and the beautician are among the first to suffer decreased receipts and 
reduced income—the average person, under the influence of his 
need to be frugal, will immediately prove that he can go on without 
sharing his funds with his neighborhood barber or beautician. 

The comment is made to the committee that it takes not only some 
imagination but also considerable stretching of it to imply or contend 
that prices charged for services in barber and beauty shops in any 
way endanger the defense effort or contribute to emphasizing infla- 
tionary trends. Rather, it makes sense that dollars spent for luxuries 
act as a brake on inflationary trends, because spendable dollars 
deposited with the barber or beautician cannot be also spent for food, 
rent, and clothes. It is the buying demand for the necessities of life 
that may create shortages that endanger the economy and which act 
as fuel for inflationary fires 

We contend that no emergency exists serious enough to extend 
price and wage ceilings to the: services dispensed by “barbers and 
beauticians. Certainly any emergency now has much less portent 
than was the case during World War II. Yet, during World War II 
Congress saw fit to so write the Price Control Act that barber and 
beautician service charges were exempted—an indication that the 
Congress then thoroughly was convinced that prices of barber and 
beauty-culture services had no adverse effect on the war effort. 
Moreover, on two occasions Chester Bowles asked that the 1942 
Price Control Act be amended to include barbers’ and beauticians’ 
services. On both occasions Congress denied his request. 

The Price Control Act of 1942 contained a provision that services 
not connected with the sale or processing of commodities were exempt, 
and the 1942 price law also defined that professional services were 
exempt. 

Remarks by some of the members of the present committees have 
persuaded us that there are some committee members who believe 
that the provisions of the 1942 Price Control Act should be quite 
closely followed in framing the Defense Production Act. The fact 
that the present law does not define as exempt those services not 
connected with the processing of commodities does not necessarily 

require the conclusion that the Members of Congress think differently 
now than they did in 1942. 

Under section 402 (e) (ii) of the DPA appears the provision that 
professional services shall be exempt, and we are rather convinced 
that the Members of Congress, particularly the Banking and Currency 
Committee members of both the House and the Senate, expected the 
same exemptions from price ceilings as were granted under the 1942 
Price Control Act. OPS interpretation No. 37, which blanketed 
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service prices and wages of barbers and beauticians under ceiling 
regulations, we believe is contrary to the intent and desire of Congress. 

It is accepted that the DPA resulted from opinions that an emer- 
gency existed, and although recognition of the existnee of an emer- 
gency at the time DPA was enacted may be hinted in the stated 
reasons for passing the legislation because of reference to “national 
security,” there is nevertheless conspicuously absent a declaration in 
words that an emergency exists as being a reason for enactment of the 
law. It is our conception that the Congress may pass legislation under 
an acute emergency, such as a major war, which is enforceable upon 
all citizens. However, lacking an emergency of a grave nature, it 
has been quite well established that the Congress may not enact legis- 
lation for the purpose of regulating intrastate businesses. 

Barbering and beauty culture are perfect types of strictly intrastate 
businesses. 

The desire of our practitioners to be exempted from OPS ceiling 
provisions persuades us to explore the possibility before this com- 
mittee that our professions may be exempted from ceilings on prices 
and wages through a clarifying amendment to the law, because we are 
in no way involved in interstate commerce. We are exempt from the 
provisions of the wage-and-hour law. Outside of the District of 
Columbia we are not subject to the provisions of the Labor-Manage- 
ment Regulations Act of 1947. 

It is not logical that we at one and the same time are refused the 
benefits of the Federal legislation referred to, but must nevertheless 
come under regulation by OPS. Reason and fairness should con- 
vince the members of the committee that, as purely local intrastate 
businesses which have no impact on the national defense effort and 
which have no effect on the forces which govern the cost of living, we 
should be exempted. 

In some 15 States there exist at the present time what are commonly 
referred to as minimum-price laws for barbers, and in one State, 
Louisiana, there exists a minimum price law for beauticians. Barbers’ 
and beauticians’ minimum-price laws provide that the boards of 
examiners for the two professions are empowered to investigate the 
economic needs of the members of the professions, and may, under 
certain circumstances, set up schedules of minimum prices below which 
no prices may be charged by any members of the professions, and may, 
under certain circumstances, set up schedules of minimum prices 
below which no prices may be charged by any members of the pro- 
fessions in specified geographical locations. It is our contention that 
in these 15 States OPS interpretation No. 37 to CGPR is in conflict 
with State legislation, and that OPS erred when it failed to exempt 
barber and beautician practitioners in these 15 States. 

We cite paragraph 402 (d) (2) of the Defense Production Act for the 
basis of our contention. The paragraph provides that— 


* * * 
* of * * * 


no action shall be taken under authority of this title with respect to 
* 


compensation which is inconsistent with the provisions 
law * * * of any State 

We believe that it is within the authority of the boards of examiners 
in the indicated 15 States to set up new minimum price schedules and 
nullify the fixing of ceiling prices attempted by OPS under its inter- 
pretation No. 37 to GCPR. 
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The importance of our reference to State laws which provide for 
lawful schedules of minimum prices is not emphasized on the question 
of the legality of ceiling price and wage regulations by OPS. What 
we do emphasize is that 15 State legislatures have passed valid laws 
under which minimum prices may be scheduled and which must be 
at least minimum prices by all members of the professions in the area 
designated by the Boards’ orders. It should be persuasive to the 
members of this committee that the actions of 15 State legislatures 
were taken to protect barbers, and in one State to protect beauticians, 
from ruinous low prices, and the State legislatures recognized that 
keen competition in barbering and beauty culture, because of a normal 
abundance of practitioners, is an economic force that acts to bring 
about unsatisfactory substandard prices for barber and beauty-culture 
services, rather than inflationary high prices. 

We contend that passage of State minimum-price laws which act as 
a safe floor for the economy of barbers and beauticians is an acceptable 
reason for this committee to amend the DPA to exempt barbering 
and beauty-culture services from price and wage ceiling provisions. 

State minimum-price laws are a helping hand to barbers and 
beauticians to elevate their living standards, and their purpose is 
directly contrary to the results expected from OPS regulations to 
apply ceilings which restrict the economic progress of barbers and 
beauticians. Barbers and beauticians need these helping hands—from 
the States, from the United States Congress, and just now from this 
committee. 

CPR No. 34 directs barber and beauty-shop owners to file state- 
ments with OPS listing the charges for all services dispensed in their 
places of business, the list to be compiled in accordance with the 
provisions of the General Ceiling Price Regulation, basing charges on 
the highest prices charged for each service during the base period, 
December 19, 1950, to January 25, 1951. Also CPR No. 34 directs 
each shop owner to prepare a sign or poster on which he is to list his 
ceiling prices and which he is to display in a prominent place in 
his shop. 

For all of the vears that I have been identified with barbering and 
beauty culture the two professions have battled to establish an ethical 
understanding among their members that they were not to post their 
prices, and particular emphasis was exerted to persuade barbers and 
beauticians not to advertise prices so that they could be viewed by 
prospective patrons from outside of the shops. 

Displaying huge posters and hanging large colored banners with 
cheap haircut prices displayed thereon has been and still is a favorite 
trick of chronic cut-raters. In one way or another the progressive 
influences in the profession have made considerable progress in reduc- 
ing the extent of these aggravating and damaging practices, and 
today we are not plagued so much from this odious custom. 

Directives from OPS under CPR 34 for barbers and beauticians to 
file and post service charges will be grasped by the cut-rate elements 
among barbers particularly as a new invitation to return to their 
ruinous, cut-price activities, This is the sowing of the seeds of 
barber price wars which sweep the members of the profession into the 
economic gutter of poverty. Barbers and beauticians have no monop- 
oly on the technique—gasoline filling stations, cleaners and dyers, 
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shoe repair shops and almost all small businesses have been afflicted 
and have suffered from price-cutting wars. 

We refuse to believe that the Members of the Congress, the national 
administration or any of the officials whose duties are to administer 
the OPS actually favor the effectuating of a rule or law which portends 
for a certainty the ruination, economically, of segments of the busi- 
nesses of barbering and beauty culture, and which certainly poses a 
fearful possibility that the bulk of the barber business, particularly, 
may be forced to greatly reduce its hard-won standards of living. Yet 
the requirement to post ceiling prices prominently in our shops is 
perhaps the one action which will most surely cut our economic 
foundations from under us. 

Because of this requirement you and we may expect to observe huge 
banners hanging across shop fronts, on which are letters 2 or 3 feet 
high, announcing to the public: “OPS Ceiling Haircut Price—50 
Cents.”” CPR 34 explains that a shop owner may post cheaper 
prices but may not post a price higher than that permitted under the 
base period formula. The chronic cut-rater is actually encouraged 
to lower his prices and is instructed to advertise them for the public 
to see. CPR 34 is a devastating blow to barbers and beauticians who 
have fought long and against great odds to raise their heads out of 
the economic mire. We see our improved living standards in grave 
jeopardy because of what we must believe to be failure by OPS to 
count the cost of adverse results from CPR 34. 

Our highest service prices are not too high now. The very nature 
of our businesses and their factors of competition are an assurance 
that our prices will never be too high. To save us from demoralization 
and from descending once more to skid-row standards of living we 
beseech you to incorporate in the bill to amend and extend DPA, 
language that will exempt barber and beauty culture services from 
ceiling prices and wages, by creating section 702 (f9 of the act to 
define the word “services”? with the proviso that it shall not include 
“personal services not rendered in connection with processing, storing, 
distribution, or selling of any commodity.” 

Quoted below is section 18, Ceiling Price Regulation 34, dated May 
11, 1951, as issued by the Office of Price Stabilization: 

Sec. 18. Records; filing of statements; posting. 

You must comply with the following provisions for keeping price 
records and for filing statements of your ceiling prices: 

(a) Records: Preserve for examination by OPS all records regarding your 
prices, rates, or pricing methods for services supplied or offered for supply during 
oe base period (or such other period as is specified as your base preiod) and there- 
aiter. 

(b) Filings of statements. (1) Prepare and keep for examination by any person 
during ordinary business hours, a statement of your ceiling prices, rates, or pricing 
methods for purchasers of each class together with an adequate description of 
each such service. 

(i) If you have in any case taken the ceiling price of your closest competitor for 
any service as your ceiling price, indicate on the statement in every such case the 
service, the ceiling price, and your closest competitor’s name and address. 

(ii) If your ceiling prices are based upon a flat rate manual or similar pricing 
manual or parts catalog or list, you may (instead of appending it to the state- 
ment) clearly identify on the statement such manual, parts catalog, or list by 
name, edition number, and date, indicating the instances in which it was not your 
practice in the base period to follow it. 

(2) File a duplicate of your statement with the appropriate OPS district office. 
You may request, if you wish, that the part of your statement insofar as it applies 
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to nonretail services which you sell be treated as confidential and not subject to 
public disclosures. Such part of your statement as shall be so treated will then 
be withheld from public inspection unless the withholding of the information it 
contains would be contrary to the purposes of this regulation. You may also 
withhold from public inspection such part of your statement, insofar as it applied 
to nonretail services which you sell. 

(3) You must prepare and file such duplicate statement within 30 days of the 
date that your ceiling price for a service is first established by this regulation. 
If you have previously prepared and preserved a statement of your ceiling prices 
under the GCPR and its amendments, and your ceiling prices have not changed 
under this regulation, you must prepare and file such duplicate copy of such 
statement under this regulation. 

(ec) Supplements: You must also prepare and keep available appropriate 
supplements of your statements, and you must file a duplicate copy of each such 
supplement with the appropriate OPS district office, within 10 days after you 
have delivered any new service or after any change in your selling price is author- 
ized by OPS. 

(d) Signature: These statements and all supplements thereto must be signed 
by you or your authorized agent. 

(e) Exception: If you can show that the requirements of this section subject 
you to unusual hardship, you may apply to the Director of Price Stabilization, 
Washington 25, D. C., for written authorization to depart from these requirements. 
Such authorization will be given only if it will not be inconsistent with the purposes 
of this regulation. 

(f) Posting: (1) OPS may require you to post your ceiling prices for any 
service which you sell at retail whenever it is deemed necessary to the effective 
enforcement of this regulation. 

(2) If, however, you operate a service establishment making sales at retail, 
you must, not later than thirty days after the date that vour ceiling price for a 
service is first established by this regulation, post your ceiling prices in a promi- 
nent or clearly visible position in your establishment. 

The preceding twelve paragraphs are a directive to the small shop 
owner on his course of procedure under price ceiling regulations. 
The small one-, two- or three-chair barber or beauty shop operator 
is already overburdened with keeping books for social security with- 
holding taxes, income taxes, sales taxes and trying to keep records 
of his receipts And expenses. How in the name of Heaven is he now 
to find time to work at his chair with the OPS obligating him to do 
the voluminous paper work of keeping records, filing reports, posting, 
and so forth. The small-shop owners need congressional friends who 
will act to exempt them from price ceilings and spare them from the 
provisions in section 18 of CPR 34. 

Mr. Brown. Mr. Wolcott. 

Mr. Wotcorr. This thing turns on the definition of professional 
services, doesn’t it? The law now prohibits the placing of a ceiling 
on professional services? 

Mr. MacDurreer. Yes, sir. 

Mr. Wo corr. And if barbers and beauticians were classified as 
professional services, then they would be exempt under the price 
ceilings, wouldn’t they? 

Mr. MacDvrrer. That is correct, sir. 

Mr. Wo.corr. Is there any definition of professional services in 
the act? 

Mr. MacDurrer. No, there is not. An effort has been made—a 
very serious effort—to try to get an interpretation to the effect that 
we would be considered professional, and that has been declined. We 
have not been able to secure it. 

Mr. Wotcorr. I might say for the record that the distinct under- 
standing was, when this law was passed, that it was to not go any 
further than the old OPA law did with respect to services, and that 
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it was fully intended that barbers and beauticians be not included in 
the act to the extent that OPS would have any jurisdiction over your 
charges, and I don’t think there is any question in the mind of anyone 

who sat in on the conference, in that respect, or we would have put 
the definition in there at that time and would not have left it to the 
whim of the Administrator. 

Mr. Brown. I asked Mr. Wolcott a moment ago whether it was in 
the other bill we passed. He didn’t think it was either. That is my 
recollection. It has just been interpreted wrong. 

Mr. Wo tcorr. I think Mr. Brown will perhaps bear me out. We 
both sat on the conference and when we were talking about profes- 
sional services, we were talking about the services rendered by doctors 
and dentists and lawyers, and that class of professional services, but 
not altogether. We were talking first of all about services. 

If we had intended that barbers should come under this act, we 
would have been very definite in classifying what we meant by pro- 
fessional services. 

As I recall it, the conversation turned on services generally. 

Of course, barbers and beauticians would be a part, and it was 
never intended on the part of the conferees on the House side, that 
barbers and beauticians would be put under the provisions of the 
Office of Price Stabilization. 

I was just as much surprised when, just a few days ago, I found 
that barbers were under control, as Mr. Brown was here today, and 
it took us so much by surprise that we hardly could believe you men. 

One of them stopped me down in the corridor, and | thought that 
you were probably fearful that you might be put under regulations 
and that that is why you wanted to come before the committee, and 
that was the first intimation I had that you had been put under 
control. It surely wasn’t the intention of the House, and it wasn’t 
the intention on the part of the managers of the House in conference, 
that beauticians and barbers be put under control. 

Because the thing that dominated our thinking at that time was 
that we wouldn’t go one step further, in giving the administration 
controls, at this time, when in the foreseeable future, less than 6 
months ago, less than 10 percent of our production was going to be 
taken for defense, than we gave OPA in World War days, when we 
had a hundred percent effort on behalf of national defense. 

If we had ever thought that the Administrator was going to bring 
beauticians and barbers under this, we would very, very definitely 
have exempted you, and | think so far as I am concerned, a very sin- 
cere and serious attempt will be made to eliminate that from the bill by 
a clarifying definition of professional services, which will either include 
you, or else, we will cut the word ‘‘professional’’ and leave the word 
“services” so there won’t be any question about it. 

Mr. MacDurrer. I appreciate your encouragement, Mr. Wolcott. 

Mr. Wotcorrt. I just want to say this: what happens when you 
charge too much for a haircut? 

People just don’t get as many haircuts, do they? 

Mr. MacDurresr. We have a tremendously competitive business, 
Mr. Wolcott. 

Mr. Wo.cort. You read the saturation point pretty quickly. 

Mr. MacDurrer. There is a saturation point beyond which we 
cannot go. Because in my statement I point out that at a certain 
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point people can cut their own hair, and will, and here I have a news- 
paper clipping showing an individual lining up nine people and cutting 
their hair in protest against a price that they thought was too high. 

Mr. Wotcorr. What happens when you have an excessive charge 
for hair tonic? 

Mr. MacDurrerer. I might say 

Mr. Wotcort. They just don’t have hair tonic. 

Mr. MacDurrer. Up to now, in my history of the barber business, 
I have never seen the price of a haircut too high. $1.25 is considered 
the standard price, top standard price now and certainly that is not 
too high when you find out what the earnings are in the shops that 
charge those prices. The earnings are not too high, as that is the 
only chance they have got of earning money. 

Mr. Wotcort. I don’t want to debate with you at this juncture 
whether the price of hair cuts is too high or too low. 

It seems to me we should be in hearty agreement with you that it 
is a highly competitive enterprise, and that it has little or no bearing 
upon the cost-of-living index, and is not included as one of the services 
in determining the cost of living index by the Department of Com- 
merce, 

Mr. MacDurres. If I may be permitted to say one thing more, 
Mr. Wolcott, in the original Price Control Act of 1942, there was 
another clause, on services, which states that those services not per- 
formed in connection with the processing, distribution, storing, and so 
forth, of any commodity, would be exempt under the act. 

That was taken by Mr. Bowles, I think as his reason for not includ- 
ing us under price control at that time, rather than the professional 
services clause. 

However, if we can get services defined, and something of that kind 
in it, I am sure that the thing will be all straightened out, and I want 
to say this: That I believe we have got to have it done over here in the 
Congress and not over in OPS. 

Mr. Wotcorr. The only people I can see who would suffer by put- 
ting the price on your services too high would be you people yourselves. 

Mr. MacDurresr. That is right. 

Mr. Brown. All right, you may stand aside. 

Call the next witness. 

Mr. MacDurrer. We appreciate the courtesy extended to us. 
Thank you very much. 

Mr. Hauuanwan. Mr. L. A. Freiberg, executive secretary, National 
Hairdressers and Cosmetologists Association. 


STATEMENT OF L. A. FREIBERG, EXECUTIVE SECRETARY, NA- 
TIONAL HAIRDRESSERS AND COSMETOLOGISTS ASSOCIATION 


Mr. Freisera. Mr. Chairman, my name is L. A. Freiberg, I am 
executive secretary of the National Hairdressers and Cosmetologists 
Association, Inc. 

This statement is offered on behalf of the National Hairdressers and 
Cosmetologists Association, a professional association with a member- 
ship of approximately 25,000 owners and assistants in beauty salons. 
It is our considered opinion that the imposition of price controls on 
the services offered to our clientele is unnecessary, discriminatory, and 
not warranted by conditions now existing or foreseeable in the future. 
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We feel that the inclusion of beauty salons in the category of services 
presently covered by price controls, represents either a lack of under- 
standing on the part of the Office of Price Stabilization or else an utter 
disregard of the facts as they apply to the services we render. The 
current Defense Production Act specifically exempts professional scrv- 
ices from the application of price controls. The act itself contains no 
specific definition of ‘‘profession”’ and the Office of Price Stabilization 
has by ‘interpretation excluded the practice of hairdressing and cos- 
metology from the Professional Services classification. 

The personal services rendered in beauty salons were not covered 
by price controls during World War II, being specifically exempted in 
the Price Control Act of 1942. It seems clear to us that in its con- 
sideration, during 1950, of the present Defense Production Act, the 
Congress planned to follow, as far as possible, the wording and provi- 
sions of the 1942 Price Control Act, insofar as applying the controls. 
(Note S. Rept. 2250 on Defense Production Act, p. 7, subsec. 402 (f), 
8ist Cong.), and the remarks of the Honorable Brent Spence, Con- 
gressional Record, August 9, 1950 (p. 12,314). Notwithstanding, the 
Office of Price Stabilization, by fiat, and without specific congressional 
authority, has decided that we do not fit within the professional 
category and has ruled that we must be subject to price control. 

An examination of the situation will clearly indicate that our service 
is professional. We are outlining very briefly a few of the elements 
which definitely entitle us to be included in the category of profes- 
sional services. 

EDUCATIONAL REQUIREMENTS 


In 46 States, the District of Columbia, and the Territories of Hawaii 
and Puerto Rico, advanced technical courses of study (after meeting 
the requirements of regular schooling) are required. These advanced 
training courses range from 1,000 hours to 2,500, differing in the vari- 
ous States, according to the statutes governing the practice of hair- 
dressing and cosmetology. 


STATE EXAMINATIONS 


Following the completion of the required courses of study, the 
prospective practitioner is required to pass a qualifying examination, 
given under the jurisdiction of the proper agency of the State govern- 
ment. 


CONTINUOUS SUPERVISION 


After having successfully proved his fitness to practice as outlined 
in the above requirements, the practitioner remains under the juris- 
diction of the State board and is subject to requirements for proving 
his continued fitness to practice, under penalty of revocation of license. 

This procedure is similar in operation to the requirements and prac- 
tice of other professions regulated and governed by the laws of the 
various States. Also, as in other professions, there are postgraduate 
studies, professional clinics, brush-up courses and other facilities for 
keeping abreast of the latest developments in techniques, equipment, 
chemicals, and other materials required in the practice of hairdressing 
and cosmetology. There are presently in operation, several hundred 
schools, offering exclusively to licensed, practicing hairdressers, the 
opportunity for advanced education. 
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Moreover, the relationship between the practitioner and the client 
is completely personal. There must be a complete understanding as 
to the needs of the client and the advice of the cosmetologist is of the 
greatest importance in the complete satisfaction of the patron. In- 
deed, every aspect of professional practice enters into the service 
rendered to the client. 

All of the facts mentioned above, clearly establish that the practice 
of hairdressing and cosmetology is indeed professional, and as such 
should not be subject to price controls. 

Further, there is no need for the application of price control on 
beauty salon services, with relation to the effect on the cost of living. 
The profession is highly competitive and without price regulation, 
there has been no runaway of price increases. 

As a matter of fact, the prices charged for beauty salon service is 
today, on the average, no higher than it was before the Korean trouble 
began. Statistical information furnished by the United States Bureau 
of Census shows that the earnings of hairdressers and cosmetologists, 
both employers and employed, are very low and have not increased 
in proportion to profits and earnings of other segments of the 
population. 

It may be true that a minute proportion of salons have increased 
their charges for service somewhat higher than may be justified by 
the increased cost of operation. However, these few and isolated 
cases are not justification for the imposition of controls on the great 
majority of practitioners 

Also, there is no present shortage of manpower and facilities neces- 

sary to render all of the beauty services needed, nor is there any 
reason to anticipate such shortages. Thus, our fees will in no way 
affect the general economy of the Nation. 

Again, the present situation does not warrant the Federal Govern- 
ment stretching down into the local community to cover a purely 
intra-State practice. The Federal Government has exempted purely 
intra-State business under the Fair Labor Standards Act. In admin- 
istering the Federal wage and hour law, there has been no application 
of same to our profession. 

Ours is a small business in every sense of the word. There are 
approximately 125,000 beauty salons in the United States with a total 
work population of about 400,000 persons, including the employers, 
99 percent of whom actually perform the services in the salons. It is 
estimated that upward of 95 percent of all persons practicing today 
are women. ‘This is one of the very few vocations which offer such 
an opportunity to the women of the Nation. Since our establishments 
are so small, we have neither the time, personnel, nor the money to 
prepare, Maintain, post, and submit the voluminous records required 
by the regulations of the Office of Price Stabilization. This would be 
an expensive and onerous burden on our practitioners and one which 
would make extremely difficult if not impossible, the observance and 
enforcement of the law and its rules and regulations. 

We earnestly urge that section 702 of the Defense production Act 
be amended to provide a definition of the word “services” so that 
there would be exempted “personal services not rendered in connec- 


’ 


tion with any commodity.” 
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CONCLUSIONS 


We believe that we should not be subject to the imposition of 
price controls for the following reasons: 

1. The practice of hairdressing and cosmetology is professional, 
and as such, should be exempt. 

2. There has been no runaway price situation and the highly 
competitive character of the profession makes such a condition ex- 
tremely unlikely. 

3. The prices charged for beauty-salon services have no effect on 
the general economy of the country and do not contribute to any 
inflationary situation since our services are not cost-of-living items. 

4. The intent of the Congress was to exempt our services from the 
imposition of price controls. 

5. There will be no impediment to the defense effort as a result 
of exempting our profession from price control, since the facilities 
and manpower needed will not be increased by the exemption from 
price control. 

6. The small-business characteristics of our practice would be se- 
verely burdened by the imposition of price control and the attendant 
record-keeping and other requirements of the Office of Price Stabili- 
zation. 

7. We do not feel there is any need of and justification for Federal 
Government interference with and regulation of our purely intra- 
State practice. 

8. We strongly protest what seems to us to be, in view of the char- 
acter, needs, and the absence of any effect on the economy, controls 
for the sake of control. 

Now, I would like to add just one or two things to the statements 
which have already been made with reference to this matter. 

With reference to the effect of price ceilings, on these prices charged 
for our services, I want to point out that in the first place, beauty- 
shop services account for one-half of 1 percent of the total cost-of- 
living index. That is, for every $100 spent, only 50 cents is spent for 
the beauty-shop services, and that, of course, affects only half of our 
population. 

In addition, the Consumers’ Price Index figures show that beauty- 
shop prices have declined steadily since December of 1947, when the 
figure was 194.8, to 189.7, in December of 1950, some 6 months after 
Korea. 

In our statement, we developed at considerable length the basis 
for the professional classification of our services. 

We point out the requirements with respect to primary education, 
technical education, examination before State boards, requirements 
for licenses, and the necessity for complying with State boards’ 
regulations in order to continue in practice. 

And I think that those matters which are covered in the two 
statements, this and the preceding statement, and the comments 
of the committee members so far make it unnecessary for us to 
develop our thesis any further. 

Thank you very kindly. 

Mr. Brown. Mr. Betts. 
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Mr. Berrs. No questions. 

Mr. Brown. Thank you, sir. 

Call the next witness, Mr. Clerk. 

Mr. Hauianan. Mr. John B. Robinson, vice president of the 
Journeymen Barbers, Hairdressers, Cosmetologists, and Proprietors’ 
International Union of America. 


STATEMENT OF JOHN B. ROBINSON, VICE PRESIDENT, THE 
JOURNEYMEN BARBERS, HAIRDRESSERS, COSMETOLOGISTS, 
AND PROPRIETORS’ INTERNATIONAL UNION OF AMERICA 


Mr. Rosinson. Mr. Chairman, I am J. B. Robinson, from Dallas, 
Tex. [am 22 years a barber, 15 years a journeyman-barber employee, 
and for 7 years I owned and operated a 10-chair shop in the city of 
Dallas. 

I am now vice president of the Journeymen Barbers, Hairdressers, 
Cosmetologists, and Proprietors’ International Union of America. 

I have a very brief statement and with your permission I would 
like to read it. 

Mr. Brown. Go ahead. 

Mr. Roxsrtnson. The petitioner, the Journeymen Barbers, Hair- 
dressers, Cosmetologists, and Proprietors’ International Union of 
America is a labor union composed of approximately 75,000 members 
engaged in the barbering and beauticians’ industry. Its principal 
offices are located at Barbers Building, Twelfth and Delaware Streets, 
Indianapolis 7, Ind. 

A large number of the members of petitioner—approximately 25 
percent—own and operate one-chair or copartnership shops, and as 
such sell the usual type of service rendered to the public in a barber 
or beauty shop. The barber and beautician business is highly per- 
sonalized and the charges fer the various services rendered vary 
greatly from place to place. Approximately 75 percent of the persons 
engaged in the industry are members of the petitioner union. Ap- 
proximately 60,000 of the members of petitioner work as employees 
in barber and beauty shops as barbers, beauticians, manicurists, and 
at similar work. 

All wages earned by the barber or beauty operator are directly 
related to the prices they received for their service, such wages being 
negotiated with employers by local unions affiliated with the peti- 
tioner. The average employer receives for the service he renders at 
the chair the same prices, works the same hours, and pays himself 
on the same basis as his employees. It is the one industry where 
the employer and employee are equal and interdependent upon one 
another insofar as the service they render is concerned. 

Petitioner’s membership is directly affected by the General Ceiling 
Price Regulation of January 26, 1951, which fixes the maximum 
prices which may be charged for services rendered, especially by oper- 
ators of one-chair shops. The formula prescribed for determining 
such maximum prices should not be applied to the highly personalized 
services rendered by petitioner’s membership, and because of the 
fluctuating nature of the services rendered and the variation in costs 
of operation it is impossible to equitably apply a general regulation. 
Moreover, the difficulties and costs of administration of such regula- 
tion are prohibitive and constitute an unreasonable and unnecessary 
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interference with and hindrance to the operations of petitioner’s 
members. 

The members of the barber and beauty industries are not paid by 
the hour or day for the service rendered, their income depending 
entirely upon the number of patrons they serve and the price they 
receive for such service. No commodity or article of commerce is 
involved, and no need exists for the establishment of price controls 
either in connection with defense production or in the public interest. 

The standard minimum prices established for these industries 
through collective bargaining must not be confused with commodity 
price fixing. A haircut, shave, permanent wave shampoo, or set 
cannot be prereproduced and placed on the shelf as stock, pending 
fluctuation of the stock market. Prices depend solely upon the skill 
of the operator who performs the service. 

The Journeymen Barbers, Hairdressers, Cosmetologists, and 
Proprietors’ International Union of America for the past 64 years has 
sought to improve the economic life of the members of the barber 
and beauty professions. The necessity of establishing a minimum 
price through collective-bargaining agreement for the purpose of 
stabilizing the industries has been recognized. If, however, these 
industries are to be placed under price-control legislation, it will 
create a chaotic condition. 

The Clayton Act passed by Congress in 1914 states that “the labor 
of a human being is ‘not a commodity or article of commerce.” The 
members of the barber and beauty industries render a personal serv- 
ice—that is, service to persons—and as they are rendered in connec- 
tion with no commodity or article of commerce and do not affect 
interstate or intrastate commerce, it is our opinion that the barber 
and beauty industries should not be under price control. 

We have barber license laws in 46 States and the District of 
Columbia, administered by a board of barber examiners, established 
by law, setting up regulations in the interests of public health, public 
safety, and further providing for promoting and conserving fair 
competition and sanitary practices. Each barber before being issued 
a license to practice is required to take a practical and scientific 
examination conducted by the barber board in these 46 States and the 
District of Columbia. 

The applicant must likewise furnish a certificate of health showing 
that he is free from all contagious diseases, venereal diseases, tuber- 
culosis, and so forth. Said license is renewed from year to year and 
is proof that the operator is free from any and all contagious diseases. 

This legislation was sponsored and passage secured through the 
legislative activities of the Journeymen Barbers, Hairdressers, 
Cosmetologists, and Proprietors’ International Union of America. 

In 45 States there are similar laws regulating the practice of beauty 
culture, all of which are patterned after the barber license law. 

In addition to such laws, 14 States have enacted laws that give to 
the barber and beauty boards authority to establish minimum prices 
upon petition of 65 or 75 percent of the members licensed and actively 
engaged in the industry. The States having such laws are Arizona, 
California, Colorado, Connecticut, Kansas, Louisiana, Minnesota, 
Montana, Nebraska, New Mexico, North Dakota, Oklahoma, Oregon, 
and Rhode Island. 
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In view of the foregoing, we feel that your bonorable committee 
should amend the Defense Act, exempting the barber and beauty 
industries from price control inasmuch as they are not industries 
which sell, process, or handle commodities of any kind. 

Thank you, Mr. Chairman. That concludes our presentation. 

Mr. Brown. Mr. Betts, do you desire to interrogate the witness? 

Mr. Berrts. I have no questions. 

Mr. Brown. Mr. Wolcott? 

Mr. Wo corr. No questions. 

Mr. Brown. Thank you very much. 

The committee will be in recess, to reconvene Thursday morning 
at 10 oclock. 

(The following telegram was received for the record:) 


Avausta, Ga., May 29, 1961. 


Congressman Paut Brown, 
Member of Congress: 


Barbers Union, No. 630, of Augusta, Ga., request your approval our proposal 
to exempt barber and beauty industries from price control. 
J. P. DENNIs, 
Secretary and treasurer, Barbers Union, Local 630, 5380 Broad Street. 


(Whereupon, at 4:15 p. m., the committee recessed, to reconvene 
at 10 a. m. Thursday, May 31, 1951.) 
x 








